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INTRODUCTION 


The 1980s have begun amid a profound deep¬ 
ening of the general crisis of the world capi¬ 
talist system, an intensification of the uneven¬ 
ness of development within it and a sharp ag¬ 
gravation of antagonisms between imperialist 
states. Today relations between advanced cap¬ 
italist countries take shape under the influence 
of factors conditioned by both the laws go¬ 
verning the development of imperialism and 
the radical changes occurring in the world as 
a result of the steady consolidation of the 
positions of world socialism and the upsurge 
of present-day progressive and revolutionary 
forces. 

Imperialists are forced to step up efforts 
aimed at rallying their activities and resources 
to rescue the dying system of capitalist domi¬ 
nation and to keep in check the revolutionary 
and national-democratic movements. The co¬ 
ordination of such efforts is becoming ever 
more important as the most acute economic 
problems of present-day capitalism—inflation, 
unemployment, and so on—are acquiring an 


5 




increasingly “supranational” character amid 
the rapid internationalisation of economic life. 
Attempts by capitalist countries to solve 
without outside help such problems as a 
depressed economy or rampant inflation prove 
to be virtually futile. 

The severe economic crises experienced by 
capitalist states in the 1970s and early 1980s, 
as well as the attempts to overcome them once 
again eloquently illustrate that the extension of 
the international division of labour, the inter¬ 
mingling of capitals, and the growing power 
and influence of international monopolies not 
only do not lessen contradictions between im¬ 
perialist states but lend to them a more com¬ 
pounded character. The struggle in the sphere 
of international business and currency and 
finances has become increasingly important 
along with the traditional struggle for a slice 
of commodity markets. Also, the competition 
between imperialists for access to sources of 
raw materials and energy resources has become 
more acute in recent years. 

The shifts in the power balance between the 
leading capitalist states in the past 25 years 
were most vividly manifested in the emergence 
in the early 1970s of three centres of imperia¬ 
list competition—the United States, Western 
Europe (above all the EEC) and Japan. It is 
between them that the most acute competition 
is taking plaice, a competition which has 
become particularly elevated due to economic 
crises of the early 1980s. “The inter-imperialist 
contradictions are growing more acute, the 
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scramble for markets and for sources of raw 
materials and energy is more frantic. Japanese 
I and West European monopolies compete ever 
more successfully with US capital, and in the 
US domestic market too.”l 

The relations between the three centres of 
imperialist competition are becoming increas¬ 
ingly complex, both within the triangle itself 
and with other countries of the world com¬ 
munity. At this junction it is important to 
point out the fundamental difference between 
the existence of three centres of modem 
j capitahsm and the division of the world into 
I two opposite socio-economic systems. The 
emergence onto the scene in the early 1970s of 
three centres of imperialist competition was an 
expression of the unevenness of economic and 
^ political development inherent in monopoly 
j capitalism and the spasmodic nature of shifts 
! in the balance of power between individual 
imperialist countries and their groupings based 
on the struggle for selfish interests, a share of 
profits, a slice of markets, spheres of influence, 
sources of raw materials, and so on. 

The establishment and development of the 
world socialist system led by the Soviet Union 
was a result of radical revolutionary transfor¬ 
mations in countries which overthrew capitalism 
i and embarked on the road of building socialism 
I and communism. Relations between these coun- 

i; 

! ^ Documents and Resolutions. The 26th Congress 

i of the Communist Party of the Soviet Union, Novosti 
, Press Agency Publishing House, Moscow, 1981, p. 27. 
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tries are based on the principles of friendship 
and all-round cooperation, comradely solida¬ 
rity and mutual assistance. The new relations 
between socialist states and, above all, be¬ 
tween the sociahst community countries con¬ 
stitute the world socialist system’s enormous 
contribution to the present world. Hence the 
untenabihty of all kinds of Western concepts 
that deal with arbitrary global constructs of 
“centres of force” of the “fivepole world” 
type, and so on. These constructs are arbitrary 
and unscientific because they ignore the funda¬ 
mental difference between countries having 
opposite socio-economic systems and the deep¬ 
going uniformities that govern their develop¬ 
ment. 

A historical struggle is taking place between 
socialism and capitalism, a struggle which is a 
form of the class struggle in the world arena in 
the course of which capitalism is steadily losing 
ground and socialism is enhancing its. power 
and influence over the masses. Yuri Andropov 
pointed out: “And this period is marked by a 
confrontation, of an intensity and acuteness 
unprecedented in the whole of the post-war 
period, of two diametrically opposite world 
outlooks, two political courses—socialism and 
imperialism.”! In these conditions imperia¬ 
lism is increasingly concentrating its efforts 
on the consolidation of its forces and on the 

* Yuri Andropov, Analysis of the Existing Situation 
and Landmarks for the Future, Novosti Press Agency 
Publishing House, Moscow, 1983, pp. 5-6. 
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elaboration of a single strategy in the economic, 
political and military fields. However, the com¬ 
mon class interests and long-term objectives 
cannot eliminate the laws of competition 
and struggle for a “place under the sun” 
that are inherent in capitalism. The interac¬ 
tion and competition between the three cen¬ 
tres of modern capitalism—the United Sta¬ 
tes, Western Europe and Japan—is a classic 
example of this. 

This book touches on some of the aspects 
of relations between the three centres of impe¬ 
rialist competition that have come into being 
under the impact of the economic upheavals 
of the 1970s and early 1980s, as well as on 
the strategies employed by the powers that be 
in the West for adapting to the present world 
situation. 


A 






Chapterl 


CURRENT RELATIONS BETWEEN 
IMPERIALIST STATES 


In our day and age, relations between capi¬ 
talist states are a complex mosaic in which it is 
impossible to find one’s bearings without tak¬ 
ing into account many political and economic 
factors. The key to understanding these rela¬ 
tions is Lenin’s teaching on the two trends in 
relations between imperialist countries—“one, 
which makes an alliance of all the imperialists 
inevitable; the other, which places the imperia¬ 
lists in opposition to each other”.1 

An analysis of these trends makes it possible 
to single out and investigate the factors which 
unite industrial capitalist countries and con¬ 
tribute to the emergence of more or less firm 
and lasting alliances between them. Also, an 
analysis of these trends reveals the sources and 
specific manifestations of deep-going contradic¬ 
tions in the imperialist camp. 

The centripetal trend is based on the unity 
of the class interests of capitalists in the strug- 


* V. I. Lenin, Collected Works, Vol. 27, Progress 
Publishers, Moscow, 1977, p. 369. 
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gle against world socialism, the revolutionary 
and national liberation movements, and for 
the preservation of the system of capitalist ex¬ 
ploitation. The struggle against the forces of so¬ 
cialism makes the capitalists pool their efforts 
and material and military resources. This trend 
is also based on certain uniformities governing 
the development of productive forces, the inter¬ 
national division of labour and internationali¬ 
sation of production. 

At the same time the development of capital¬ 
ism inevitably generates rivalry, confrontation 
and difference of interests. This is where the 
laws governing the mode of production based 
on private property, competition and the pur¬ 
suit of profit are reflected. 

Lenin’s teaching on the two trends in the re¬ 
lations between imperialist states reveals the 
dialectical interlinkage and opposition of in¬ 
terests of world capitalism as a whole and of in¬ 
dividual capitalist states, as well as of their 
groupings. The factors fostering the coalescence 
of the world capitalist economic system 
and the creation of a basis for cooperation also 
contain elements of rivalry and discord, and of 
the struggle that each participant wages for his 
interests. In certain circumstances and at a 
certain point these interests may prove to be 
stronger than centripetal factors, in which case 
the trend towards disintegration and aggrava¬ 
tion of contradictions predominates. 

The forms in which the two trends appear 
are extremely diverse and depend on the spe¬ 
cific historical conditions of the given stage of 
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development. The interaction and the conflict 
of interests between capitalist states reflect a 
complex interplay of economic and political 
factors. The concrete content and forms of part¬ 
nership and rivalry between imperialist states 
reflect both the changes in the global balance 
of power between capitalism and socialism and 
the diverse processes taking place within the 
world capitalist economic system. 

Nowadays the new conditions of world de¬ 
velopment have a steadily growing impact on 
the character of the struggle and cooperation 
between capitalist countries and centres of im¬ 
perialism. The power balance in the world is 
steadily changing in favour of socialism. 

The CMEA countries’ national income went 
up 8.6-fold, while in industrialised capitalist 
countries it increased 3.4-fold between 1950 
and 1983. Industrial output growth within the 
same period was 14- and 3.8-fold respective¬ 
ly. The annual growth rate of the national in¬ 
come of the CMEA countries between 1951 
and 1983 was 6.7 per cent, and that of indus¬ 
trialised capitalist countries was 3.8 per cent. 
The annual rate of industrial output increment 
was 8.3 and 4.2 respectively. The CMEA coun¬ 
tries account for over one-third of the world in¬ 
dustrial output, meaning that the socialist com¬ 
munity countries at present produce more in¬ 
dustrial goods than the United States or Wes¬ 
tern Europe. The gap in industrial output be¬ 
tween the Soviet Union and the United States 
is steadily closing. The USSR’s industrial 
output in 1982 was over 80 per cent of that of 
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the US. Between 1951 and 1982, the annual 
growth rate of industrial output in the USSR 
and the US was 8.4 and 3.6 per cent respec¬ 
tively. The Soviet Union outproduces the 
United States in tractors, grain harvesters, 
mainline diesel locomotives, cement, mineral 
fertilisers, woolen and cotton fabrics, and so on. 

An important stimulus for accelerating the 
economic development of the socialist commu¬ 
nity countries is socialist economic integration, 
a Comprehensive Progrcimme for which was 
adopted in 1971. 

The new social system has forever put an 
end to such phenomena endemic to capitalism 
as hunger and poverty, unemployment, illite¬ 
racy, and social and national oppression. The 
economy of the socialist community countries 
is not plagued by energy and raw materials 
crises, inflation and currency troubles. 

Being powerless to stifle socialism and the 
national liberation movement, imperialists in 
the postwar period launched subversive activi¬ 
ties, unprecedented in their scale, targeted at 
the socialist countries and at all progressive 
forces and set up all types of military and polit¬ 
ical alliances and blocs. In 1949 the United 
States sponsored the establishment of the big¬ 
gest alliance of its kind—the North Atlantic 
Treaty Organisation. Later a number of other 
regional military and political alliances were 
contrived. The growing emphasis on the mili¬ 
tary and political aspect of the centripetal 
trend in relations between imperialist states 
finds its expression in the discussion of military 







and political matters at the annual conferences 
of leaders of the seven biggest industrial states 
in the capitalist world. 

The concept of the primacy of armed force 
as a decisive factor of world development stan¬ 
dard for imperialists forms the backbone of 
the “bloc strategy”. At the same time a trend 
towards the military and political consolida¬ 
tion of imperialism after the Second World War 
has been manifested in this strategy most vivid¬ 
ly. Yet, despite common strategic goals, the 
military and political alliance has never expres¬ 
sed the genuine unity of its members. The 
history of NATO and of other aggressive alli¬ 
ances provides many examples of acute dis¬ 
cord between their member states, each of 
which has its own special interests apart from 
the common strategic objectives. 

The contradictions in the Atlantic communi¬ 
ty have been especially acute in recent years. 
An example of this is the sharpening of diffe¬ 
rences between the United States and its West 
European NATO partners over the share each 
member must contribute to the war prepara¬ 
tions as well as over the distribution of mili¬ 
tary orders between the monopolies of dif¬ 
ferent countries. Differences have occurred 
with greater frequency between the members 
of military and political groupings with regard 
to many other issues as well. 

The “bloc strategy” of imperialism reflects 
the interests of the more aggressive forces of 
imperialism, above all, of US monopoly capital. 
Amid the growing unevenness of development 
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of capitalism and the relative weakening of US 
monopolies’ positions in the competitive strug¬ 
gle with their rivals the state-monopoly circles 
in the US seek to take advantage in every 
possible way of the West’s military and polit¬ 
ical consolidation to preserve their influence. 
The untenability of the “bloc strategy” of im¬ 
perialism was eloquently revealed during the 
period of detente which set in the mid-1970s 
thanks to the efforts of peace-loving forces. 
Detente illustrated that in the present condi¬ 
tions of world development the principles of 
peaceful coexistence in all spheres, especially in 
the economic sphere, acquire vital importance. 
The capitalist countries face the objective 
necessity of adapting to the new conditions 
of broad development of world economic ties, 
of establishing on an equal basis economic rela¬ 
tions between countries having different social 
and economic systems, and of using more fully 
the advantages of the international division of 
labour. 

However, in the late 1970s and early 1980s 
the more reactionary forces of imperialism 
sharply stepped up their activities. The US 
powers that be and their NATO allies steered 
a course towards launching a new round of the 
nuclear arms race, which poses a threat to the 
entire world, tipping the then existing mili¬ 
tary-strategic balance of power in the world 
and attaining world domination. History has 
clearly shown the futility of the “strategy of 
force” with regard to the Soviet Union and 
other socialist countries. At the same time, the 
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prospects of mutually advantageous and equal 
cooperation with the socialist countries are 
becoming increasingly attractive to the West, 
especially in view of the economic difficulties 
experienced by it in the 1970s and early 1980s. 
Despite the common class interests of the 
capitalist states and their attempts to stem 
world socialism, certain distinctions exist in the 
specific ways and limits of this opposition. For 
example. West European countries on the 
whole rejected the Reagan Administration’s 
attempts to suspend their mutually advan¬ 
tageous economic cooperation with the Soviet 
Union and other socialist states. 

The two trends in relations between imperi¬ 
alist countries were considerably affected by 
the collapse of the colonial system of impe¬ 
rialism and the newly-free states’ embarking on 
a road of independent development. 

During the era of colonial empires and the 
possession by imperialist states of their own 
agricultural and raw material appendages the 
struggle for seizure or redivision of those pos¬ 
sessions was the main area of confrontation 
between imperialists, at times taking the form 
of direct armed clashes. 

The growing role of the newly-liberated 
countries in the world and their struggle for 
economic independence made the imperialists 
seek to pool their efforts to attain the common 
goals of the policy of neocolonialism.The class 
solidarity of imperialists is based on their at¬ 
tempts to preserve the international mono¬ 
polies’ access to developing countries’ natural 
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resources and to retain them in the world 
capitalist economic system. It should be 
underlined that the common interests of 
preserving the positions of monopoly capital in 
the newly-free states not only do not preclude 
but, on the contrary, presuppose the specific 
interests of each centre of imperialism in the 
developing countries and acute competition in 
this sphere. “Imperialism,” said Yuri Andro¬ 
pov, “has got entangled in internal and inter¬ 
state antagonisms, upheavals and conflicts. This 
tells profoundly but in different ways on the 
policy of capitalist countries. 

In the 1970s and the 1980s the develop¬ 
ment of relations between imperialist states 
was and continues to be greatly influenced by 
profound crises that shake the entire struc¬ 
ture of modem capitalism’s economic and po¬ 
litical relations. 

The relatively favourable economic climate 
in capitalist countries during the 1950s and 
the 1960s promoted the appearance of fe¬ 
tishist ideas about the potential of state-mo¬ 
nopoly regulation of the economy. It was 
on this basis that Keynesean and neo-Key- 
nesean concepts, which concerned the pos¬ 
sibility of the capitalist state to positively 
influence rates of economic growth, the dy¬ 
namics of employment, inflation, and so 
on, became highly fashionable. Those who 
professed those ideas easily believed, for 

1 Yuri Andropov, Analysis of the Existing Situation 
and Landmarks for the Future, p. 28. 
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instance, in the possibility of regulation of 
the economic cycle and its manageability. 
By the next decade, however, the capitalist 
world proved not only powerless to prevent 
the worst economic crisis since the Great 
Depression of the 1930s, but encountered 
new grave problems. 

The 1974-1975 crisis was marked by the 
lowest slump in economic activities in the 
whole postwar period. Industrial output in 
the advanced capitalist countries in the se¬ 
cond quarter of 1975, the bottom of the 
slump, was 11.6 per cent lower than that at 
the highest point of the precrisis upsurge 
whereas the respective figure for manufactur¬ 
ing industries was 12.6 per cent. Unemploy¬ 
ment in the industrial capitalist countries 
grew in the fourth quarter of 1975 by 88.5 per 
cent as compared with the first quarter of 
1974, reaching a total of 16 million people. 
The growth of economic activity that followed 
the mid-1970 crisis was very slow and un¬ 
stable. The sharp drop in the economic growth 
rates as compared with the precrisis period 
was caused by mounting inflation, the con¬ 
tinuing energy crisis, and the breakup of 
the sectoral structure of capitalist econo¬ 
my. 

In the late 1970s the world capitalist econ¬ 
omy was hit by a new economic crisis that 
lasted until 1983. Industrial production in all 
the advanced capitalist countries dropped by 
3.5 per cent. It should be pointed out that on 
the whole the crises of the previous decade 
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have a number of distinctive features: 1. The 
crises have become more frequent. 2. Unem¬ 
ployment has become chronic—the number 
of the unemployed does not decrease even 
in the periods of upsurge in economic ac¬ 
tivity. 3. Economic crises are accompanied by 
a high level of inflation and great strains in 
the sphere of credits. 4. All the capitalist 
countries experienced the consequences of 
structural upheavals as a result of the energy, 
raw materials and currency crises, although in 
varying degrees. 

The processes of internationalisation bf 
economic life increasingly affect the charac¬ 
ter of relations between capitalist countries 
and the specific features of the two trends 
inherent in them. Under their impact coope¬ 
ration and rivalry between capitalist coun¬ 
tries make up a much more elaborate and 
controversial system of interaction than in 
the past. 

As a result of the widening of the social 
division of labour a new type of international 
specialisation of production is rapidly emerg¬ 
ing. The latter to an even greater extent takes 
on the cast of intrasectoral specialisation 
which presupposes a system of rather devel¬ 
oped production cooperation between coun¬ 
tries. These processes are the most active in 
manufacturing industries, chiefly in mechan¬ 
ical engineering. The products of these indus¬ 
tries are the most dymanic component in the 
world commodity market. 

In the 1960-1980 period the trade of cap- 
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italist countries in machinery and equipment 
grew on the average by 18.2 per cent in current 
prices which considerably exceeded the rates of 
growth of their trade turnover on the whole 
(14.8 per cent). As a result, the share of 
machinery and equipment in the total exports 
of the capitalist world increased in 1980 to 
27 per cent as compared with 20.6 per cent in 
1960. 

An important feature of the postwar develop¬ 
ment was the faster growth of world trade turn¬ 
over as compared with the increase in the vol¬ 
ume of production.^ For instance, between 
1950 and 1989 the GNP of the capitalist 
countries increased by 210 per cent, the vo¬ 
lume of their export in standing prices grew by 
600 per cent.2 Especially great is the share of 
the products manufactured by the most up-to- 
date industries for sale abroad. For example, 
Japan exports close to 33 per cent of its local¬ 
ly manufactured TV sets, 50 per cent of its 
synthetic fibre products, and over 90 per cent 
of its cold-rolled sheet steel. 

The most important factors which stimulate 
the priority growth of foreign trade, such 
as scientific and technical progress, the devel- 

* This trend was somewhat altered in 1981 and 
1982 when in the middle of a crisis world trade stopped 
growing and according to some estimates its volume 
even decreased. 

2 Calculated according to Yearbook of National 
Accounts Statistics, 1969, Vol. II, United Nations 
Publishing Service, N.Y., 1970, p. 153; 1979, Vol. II, 
N.Y., 1980, p. 318. 
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opment of specialisation and cooperation in 
production and integration processes, affect¬ 
ed above all the industrially advanced capi¬ 
talist countries. Trade turnover between them 
accounts for a large share of the growth in 
world trade. Intensification of commodity 
exchange between industrially advanced cap¬ 
italist countries is taking place in close con¬ 
nection and under the direct influence of in¬ 
termingling of capitals. “Imperialism,” wrote 
Lenin, “means that capital has outgrown the 
framework of national states.”^ 

An important feature of international mig¬ 
ration of capitals in the postwar period has 
been the predominance of mutual investments 
by industrially advanced capitalist states. On 
the eve of the Second World War 30 per cent 
of the entire exports of capital was channelled 
to the developed capitalist countries and 70 
per cent to the colonial and dependent coun¬ 
tries. Today these figures have been reversed: 
the industrially advanced capitalist states ac¬ 
count for about 70 per cent and the develop¬ 
ing countries for about 30 per cent of the 
entire exports of capital. Intermingling of na¬ 
tional capitals involves further development 
of the process of cosmopolitisation of fi¬ 
nancial oligarchy and drawing into the sphere 
of influence and control of various national 
economic complexes and branches of world 
capitalist economy. The postwar period has 

1 V. I. Lenin, Collected Works, Vol. 21, 1980, 
p. 408. 
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been marked by a noticeable increase in di¬ 
rect investments in the total volume of ex¬ 
ported capital and the emergence on this 
basis of transnational corporations — vast 
production complexes having enterprises in 
many countries. Out of almost 10,000 com¬ 
panies that had overseas branches in 1973, 
369 functioned in 20 or more countries. The 
net output produced at the enterprises of 
transnationals amounted in 1978 to $1,916,700 
million. The share of this output in the GNP of 
capitalist coimtries amoimted in the 
same year to 26.1 per cent.i 

International monopolies brought into being 
a huge concentration of production capacities, 
the scientific and technological potential and 
finances in the hands of a few groups of 
financial oligarchy. Such cosmopolitisation 
of production and capital, on the one hand, 
reflects new conditions of development of the 
productive forces, the further widening of 
the international division of labour and the 
growth of economic interdependence. On the 
other hand, the social system in which these 
processes of development of international mo¬ 
nopolies take place gives rise to deeply cont¬ 
radictory consequences. Reflecting the ob¬ 
jective needs of extending the international 
division of labour and on this basis of spe- 
cicJisation and cooperation in production 

* T. Belous, Mezhdunarodniye monopolii i vyvoz 
kapitala {International Monopolies and Exports of 
Capital), Moscow, 1982, p. 30. 
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and various forms of international coopera¬ 
tion, particularly the exchange of scientific 
and technological knowledge and the pool¬ 
ing of material and financial resources, inter¬ 
nationalisation of economic life intensifies 
the centripetal trend. At the same time, the 
growth of economic interdependence of in¬ 
dustrially advanced capitalist countries in¬ 
evitably gives rise to grave conflicts and con¬ 
tradictions. The great share that exports 
occupy in the GNP of almost all major capita¬ 
list countries led to the point where the indica¬ 
tors of economic activity and employment, 
especially in the technologically advanced 
branches, have come to depend to a consid¬ 
erable extent on the conditions of sales on 
the external markets. In such cases the com¬ 
petition for markets in which to sell export 
products becomes most acute. At the same 
time the sharply increased share of imports 
makes the functioning of the production 
mechanism in the given country more and 
more dependent on deliveries of raw and 
other materials and components for com¬ 
plete sets of equipment from other countries 
and regions. 

The intermingling of national capitals and 
the growing influence of international mo¬ 
nopolies which have a certain integrating effect 
on the structure of production and sales in 
many countries also contain elements of irrecon¬ 
cilable rivalry and acute competitive struggle. 
The enormous scale of mutual penetration and 
intermingling of capitals and national economic 


23 








complexes have introduced a number of new 
important features in the character and forms 
of manifestations of contradictions between 
imperialists. In the context of the scientific and 
technological revolution and rapid interna¬ 
tionalisation of economic life economic expan¬ 
sion in the form of export of capital and for¬ 
eign business takes on special significance 
owing to the fact that nowadays the use of 
armed force in the competition between im¬ 
perialists is rather limited, if not an exception 
altogether. 

In characterising the economic division of 
the world between the alliances of capitalists 
Lenin emphasised that “they divide it ‘in 
proportion to capital’, ‘in proportion to 
strength’, because there cannot be any other 
method of division under commodity pro¬ 
duction and capitalism. But strength varies 
with the degree of economic and political 
development. In order to understand what 
is taking place, it is necessary to know what 
questions are settled by the changes in strength. 
The question as to whether these changes are 
‘purely’ economic or non-economic (e.g., mili¬ 
tary) is a secondary one, which cannot in the 
least affect fundamental views on the latest 
epoch of capitalism.”! jn “peacefully” penet¬ 
rating the economy of the competitor coun¬ 
tries and establishing production bridgeheads in 
them the transnationals sharply compound the 

1 V. I. Lenin, Collected Works, Vol. 22, 1977, 
p. 253. 
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character of competition between monopoly 
groups of various nations. It is no accident that 
rivalry between imperialists is increasingly 
being compared with a war without clearly 
defined fronts and without any generally recog¬ 
nised rules and norms for conducting hos¬ 
tilities. In so doing the capitalist state sup¬ 
ports in every way its own transnational cor¬ 
porations by various means, such as credits 
and subsidies, state orders, political and legal 
forms of protecting their interests, and so on. 
It seeks to make use of the activities of trans¬ 
nationals for its own economic and political 
objectives which are subordinated to the in¬ 
terests of the monopoly capital of the coun¬ 
try in question as a whole. 

A significant and ever growing sphere of 
contradictions is the relations between mul¬ 
tinationals and the state in the recipient 
countries. Rapid processes of internationali¬ 
sation of production and capital and the grow¬ 
ing influence of international monopolies 
bring about far-reaching changes in the en¬ 
tire system of international economic rela¬ 
tions of imperialism, as well as in the sphere 
of its interstate relations. Two important cir¬ 
cumstances should be underscored here: 
a noticeable growth of dependence of the 
economy of capitalist states on external fac¬ 
tors, and a marked increase of spontaneity in 
the world capitalist economic system fa¬ 
cilitated by internationalisation of economic 
life in its deeply contradictory capitalist 
form. 
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Inflation has become one of the more im¬ 
portant manifestations of the instability of cap¬ 
italist economics. Being an outcome of many 
factors conditioned by the state-monopoly 
nature of modern capitalism, inflation has 
become a natural calamity that knows no 
national boundaries. 

Table 1 gives an idea of the trend towards 
the growth of the cost of living in industrially 
developed capitalist countries in the previous 
decade and the early 1980s. 

Table 1 

Average Annual Growth of Prices 
of Consumer Goods (per cent) 

Average rates 


1969-1979 

1977-1979 

1980 

1981 

AU OECD countries 

7.7 

9.7 

11.0 

10.6 

United States 

6.3 

8.5 

10.2 

10.4 

Japan 

8.6 

5.3 

7.1 

4.9 

West Germany 

4.9 

3.5 

5.4 

5.9 

France 

8.5 

7.5 

13.5 

13.4 

Great Britain 

12.2 

12.7 

16.0 

11.9 

Italy 

13.1 

15.8 

20.4 

19.5 

Canada 

7.0 

8.7 

10.5 

12.4 

Source: Economic 

Situation 

in Capitalist and Developing 


Countries. Review for 1981 and Early 1982. Supplement to 
Mirovaya ekonomika i mezhdunarodniye otnosheniya (World 
Economy and International Relations),No. 8, 1982, p. 90. 

It can be seen from these figures that al¬ 
though inflation in different capitalist coun¬ 
tries is not uniform the overall trend is towards 
the growth of the cost of living. One of the 







major reasons for the universal spread of 
inflation is the activities of international 
monopolies and mass migration of capital 
involved in this. The inflow of foreign cur¬ 
rency, especially in the form of so-called 
“hot money” as a result of speculation, fa¬ 
cilitates uncontrollable changes in the mon¬ 
etary stock and intensifies inflation trends. 
In using a vast network of branches scat¬ 
tered in dozens of countries, international mo¬ 
nopolies have great opportunities for manoeu¬ 
vre by curtailing production at their ente¬ 
rprises in those countries and regions where the 
prices are lower, creating an artificially in¬ 
duced shortage of goods and ultimately bo¬ 
osting prices. In seeking to level the high cost 
of living in different countries international 
corporations thus make any capitalist country 
virtually defenceless against the influence of 
inflation from outside. 

The rapid internationalisation of the mar¬ 
ket of loan capital which lies beyond the con¬ 
trol of national regulating bodies has become 
a powerful generator of spontaneous phenom¬ 
ena in the world capitalist economy. The 
so-called Eurocurrency market is a case in 
point. The needs of international monopolies 
which cannot be satisfied by the resources 
of national markets of loan capital alone 
figure prominently among the many reasons 
for the emergence of the Eurocurrency mar¬ 
ket. However, the appearance of this market 
with its vast scale and mobility of capital has 
provided wide opportunities for various kinds 
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of international speculation and uncontrolled 
transfer of short-term capital from country to 
country with far-reaching consequences for 
the state of the balance of payments, rates 
of exchange, the dynamics of the monetary 
stock, and so on. 

A rather developed mechanism of interde¬ 
pendence and intermingling of nationally 
isolated imperialist states has taken shape as a 
result of the rapid growth of international 
monopolies, the development of the supra¬ 
national market of loan capital, and integration 
processes. 

Specialisation of social labour which has 
reached a high level and transcends national 
boundaries, and the expansion on this basis 
of foreign economic ties became important 
prerequisites for the speedy growth of world 
capitalist economy in the 1950s and 1960s. 
But the development of these processes in their 
deeply contradictory form—the form of 
internationalisation of capita/—inevitably re¬ 
sulted in a number of grave contradictions. 
The events of the previous decade bore out the 
thesis put forward in 1976 by the 25th CPSU 
Congress on the crisis of regulation of the 
economy by the state-monopoly mechanism. 
The inability of the state-monopoly circles to 
somehow dampen inflation and curb unem¬ 
ployment has become a vivid manifestation of 
aggravation of all tbe contradictions of capi- 
t^ism. 

“As to the world of capitalism,” Yuri 
Andropov said, “we are witnessing a sub- 
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stantial deepening of the general crisis of that 
social system. The methods, which helped 
capitalism to maintain relative stability in 
its development in the post-war period, are 
becoming less and less effective.”^ This cir¬ 
cumstance is especially important for asses¬ 
sing the complicated and extremely con¬ 
tradictory processes which are taking place in 
both the economic and the socio-political 
sphere of the entire world capitalist econom¬ 
ic system. Capitalist internationalisation of 
production spawns a new sphere of conflicts 
and contradictions between the processes 
taking place in the world capitalist economic 
system, on the one hand, and the goals and 
means of national economy policies of indi¬ 
vidual states, on the other. 

The deep crisis of the state-monopoly re¬ 
gulation against the background of a strong¬ 
er and more influential world socialism and 
the more active role played by the newly-free 
states has necessitated the working out of a 
new strategy of imperialism aimed at adapt¬ 
ing to new conditions. In particular, the 
search for new international forms of state- 
monopoly regulation has become more ac¬ 
tive. 

State interference in world economic pro¬ 
cesses carmot be regarded as a new phenome¬ 
non. The attempts at collective interstate 
regulation of these processes were made back 

* Yuri Andropov, Analysis of the Existing Situa¬ 
tion and Landmarks for the Future, p. 28. 
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in the period between the two world wars. 
In the postwar period there appeared a num¬ 
ber of international state-monopoly organi¬ 
sations, such as the International Monetary 
Fund, the International Bank for Reconstruc¬ 
tion and Development, the General Agreement 
on Tariffs and Trade, the Organisation for 
Economic Cooperation and Development, and 
others, called upon to influence certain spheres 
of international economic relations. The Euro¬ 
pean Economic Community has become the 
biggest regional aDiance of the state-monopo¬ 
ly type. 

Deep crises in the world capitalist economic 
system necessitated the creation of a new mech¬ 
anism for regulating economic processes on a 
supranational basis. A number of specific tasks 
were set which for the first time were put on 
the agenda of international state-monopoly re¬ 
gulation on such a considerable scale. Above 
all, these include a search for the possibilities 
of jointly overcoming cyclic difficulties and 
carrying out coordinated actions for reducing 
unemployment and weakening inflation, a 
search for possible ways of solving long-term 
problems of world capitalist economy, at¬ 
tempts to solve collectively the energy, raw 
material and other problems facing Western 
countries, and the working out of a joint policy 
with regard to the developing countries and 
some other issues. The very posing of these 
problems shows that the coordination of the 
activities of various capitalist states and centres 
of imperialism is becoming an ever growing 
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necessity from the point of view of the class 
interests of capitalists. It would be wrong to 
deny that there are certain possibilities that 
could be used by the ruling circles of the West 
on the basis of coordinated action for attaining 
common goals. However, new factors of 
confrontation and irremovable contradictori¬ 
ness of interests of different capitalist states 
cannot but be seen behind this new manifes¬ 
tation of the unifying trend. The very nature 
of capital and all the relations based on it 
(including interstate relations) is such that 
everyone seeks to gain advantages at the ex¬ 
pense of others. That is why the regulation 
of the sphere of foreign economic relations 
inevitably takes on the appearance of half¬ 
way compromises which by no means re¬ 
move the contradictoriness of interests of 
the participants. Herein also lies one of the 
main reasons for the meagre effectiveness of 
joint programme and actions on the basis 
of such compromises. 

The very manifestation of the centrifugal 
trend in our time is more complicated and 
specific than before. This trend may be ex¬ 
pressed not only in open confrontations and 
opposition of certain capitalist states but al¬ 
so acquire hidden forms. Behind the screen 
of high-flown statements about the “unity” 
and precarious compromises the contradic¬ 
tions of real interests are ever more often 
manifested in the impossibility of taking 
any effective decisions that require coordi¬ 
nation on the supranational level. This shows 
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further complication of the dialectical inter¬ 
connection and interdependence of the two 
trends in the relations between capitalist states 
and the need to make a more detailed study of 
their open and latent manifestations. 

The operation of the uniting trend cannot 
ensure the strength and stability of capital¬ 
ist partnership. The balance of power which 
is constantly changing as a result of the ope¬ 
ration of the law of uneven economic and 
political development makes it rather doubt¬ 
ful. Hence the inevitability of more or less 
acute confrontation between parties to dif¬ 
ferent interimperialist agreements and blocs 
or relatively hidden permanent differences. 

The most striking manifestation of the 
complicated relations in the context of the 
increasing confrontation are those between 
three leading centres of imperialist rivalry— 
the United States, Western Europe and Japan. 





Chapter II 


CENTRES OF RIVALRY 
IN WORLD CAPITALIST ECONOMY 


I. The End to US Domination 
and the Emergence of Three Power Centres 

One of the most important features of cap¬ 
italism is its uneven development. “Under 
capitcdism,” wrote Lenin, “the smooth eco¬ 
nomic growth of individual enterprises or 
individual states is impossible.”^ This unev¬ 
enness is ultimately conditioned by the con¬ 
tradiction between the social character of 
production and private capitalist appropria¬ 
tion which, as is known, is the chief con¬ 
tradiction of capitalism. The main reason 
for uneven development under capitalism 
is anarchy in economic life inevitable amid 
the domination of private ownership of the 
means of production which gives rise to dis¬ 
proportions between individual enterprises, 
branches and countries. 

Under imperialism the unevenness of de¬ 
velopment has acquired new features, one of 
which is its spasmodic character and the 
rapid change in the balance of power between 
different countries. This leads to the redivision 


* V. I. Lenin, Collected Works, Vol. 21, p. 341. 
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of markets and spheres of influence and 
engenders acute conflicts in various forms, up 
to and including armed clashes. 

The spasmodic character of development, 
resulting in a situation where some countries 
leave others behind, is possible for many rea¬ 
sons, including technical, economic, political 
and so on. Economic growth rates are greatly 
influenced by the intensiveness of scientific 
and technical progress, the creation on this 
basis of new branches and industries, emer¬ 
gence of new markets, the rates of renewal 
of fixed capital and by many other circum¬ 
stances which in various combinations and in 
varying degree may either sharply speed up 
or, on the contrary, check economic develop¬ 
ment rates of certain countries under impe¬ 
rialism. 

The domination of monopolies is one of the 
major causes of spasmodic development. “Fi¬ 
nance capital and the trusts do not diminish 
but increase the differences in the rate of 
growth of the various parts of the world econ¬ 
omy,”^ wrote Lenin. 

Major shifts in the balance of power in 
the world capitalist economy have become 
a large-scale manifestation of the spasmodic 
development of capitalism in the past de¬ 
cades. 

The early postwar period was character¬ 
ised by the predomination of the United 
States in the world capitalist system. In all the 

1 V. 1. Lenin, Collected Works, Vol. 22, p. 274. 
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more important economic indicators, such 
as the GDP, industrial production, gold and 
foreign exchange reserves, the United States 
not only did not know any equals among 
capitalist states but in a number of these 
indicators surpassed all the capitalist coun¬ 
tries combined. In 1947 the United States 
accounted for 56.4 per cent of industrial 
output in the capitalist world. US exports 
of commodities was about one-third of the 
aggregate exports of all the capitalist coun¬ 
tries. The United States possessed two-thirds 
of the capitalist countries’ monetary gold 
reserves. As a result, capitalist countries be¬ 
came strongly dependent on the United States 
which had become the sole economic, fi¬ 
nancial and power centre in the capitalist 
world. 

The US monopoly circles sought to use 
to the maximum US domination for expand¬ 
ing their capital, exploiting peoples of other 
countries, and establishing a single front of 
imperialist aggression against the socialist 
countries and the national liberation move¬ 
ment. However, in the 1950s and especially 
in the 1960s evident symptoms appeared 
of a gradual loss by the United States of 
the dynamic character of its economic growth 
as compared with Japan, which had reha¬ 
bilitated its economy on the latest techni¬ 
cal basis, and also with the members of the 
European Economic Community (Common 
Market) that was set up in 1957 (Table 2). 


3 * 
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1960- 

1973 

1974 

1975 

1976 

US 

4.2 

-0.6 

-1.1 

5.4 

EEC 

4.7 

1.6 

-1.2 

5.0 

Japan 

10.5 

-3.0 

1.4 

6.5 


Source: Economic Report of the President, February 1982, 
p. 383; Economic Situation in Capitalist and Developing 
Countries. Supplement to Mirovaya ekonomika i mezhduna- 
rodniye otnoshenrya. No. 8, 1983, p. 4. 


The panorama of the changing power 
balance between the three centres of rivalry is 
especially clear if we compare the changes in 
the main indicators for the period from 1950 
to 1980. In this period the United States’ GDP 
had grown from $490,000 million ( in 1970 i 
prices) to $1,303,000 million, or by 266 per i 
cent. The GDP of the nine Common Market 
countries had increased from $243, 000 million 
to $822,000 million, or by 340 per cent, and 
that of Japan from $32,000 million to 
$322,000 million, or by 1,020 per cent. 

In 1950 the per capita GDP in West European 
countries was 35 per cent of the US level 
whereas in 1980 this figure reached 48 per cent 
and in EEC nine countries it was 54 per cent. 

The respective figures for Japan were 12 per 
cent in 1950, and 48 per cent in 1980. 

The uneven development of the three 
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Tabu 2 


Economic Growth Rates in the US, EEC and Japan 
(average in per cent) 


1977 

1978 

1979 

1980 

1981 

1982 

5.5 

4.8 

3.2 

-0.2 

1.9 

-1.7 

2.4 

3.3 

3.4 

1.1 

-0.6 

0.1 

5.3 

5.1 

5.6 

4.2 

3.8 

3.0 


centres of rivalry was reflected in the change in 
their share in the industrial output of the 
non-socialist world. The share of the United 
States, comprising 50 per cent in 1950, drop¬ 
ped to 34 per cent in 1980, that of Western 
Europe remained the same at 34 per cent and 
the share of Japan increased from 2 per cent 
to 12 per cent. The changes in the balance of 
power of the three centres of rivalry were 
especially manifest in trade. The share of the 
United States in the exports of the capitalist 
countries plunged from 17.9 per cent in 1950 
to 11.9 per cent in 1980. In the same period 
the share of West European countries grew 
from 30.2 per cent to 44.4 per cent and that of 
Japan from 1.4 per cent to 7.1 per cent. 

Against the background of the general 
changes in the balance of power between the 
three centres of imperialism considerable shifts 
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took place in the distribution of currency and 
monetary reserves between them. In 1950 the 
United States’ gold reserves accounted for 68.5 
per cent of those of all the capitalist countries. 
In 1980 this figure dropped to 27.8 per cent. 
In the same period the gold reserves of the 
West European countries increased from 19.4 
per cent to 49.5 per cent and those of Japan 
from 0.02 to 2.5 per cent. The changes in the 
correlation of the total gold and currency 
reserves of the three centres of rivalry are 
especially evident (that is, taking into account 
not only gold but the reserve currencies at the 
disposal of central banks). In this sphere in the 
period from 1950 to 1980 the share of the 
United States dropped from 50.2 per cent to 
6.0 per cent, that of West European countries 
grew from 19.2 per cent to 46.2 per cent, and 
the share of Japan from 1.3 per cent to 5.7 per 
cent. 

As a result of the faster economic growth of 
West European countries, primarily that of 
the EEC countries and Japan, a new balance 
of power emerged in the capitalist world 
which signified the end to US domination 
and the emergence of two new centres of ri¬ 
valry—Western Europe and Japan. 

Each of these centres has special features of 
“involvement” in the processes of develop¬ 
ment of the world economy and structural 
distinctions. Whereas the Far Eastern centre 
is represented by one country—Japan, the 
deeply integrated structure of the US-Ca- 
nadian economy provides in a certain sense 
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the grounds for defining the United States 
and Canada as a single North American cen¬ 
tre, which does not preclude deep contradic¬ 
tions between them. 

The West European centre of modern 
capitalism represented mainly by the Com¬ 
mon Market is a product of integration pro¬ 
cesses at the state-monopoly level which have 
resulted in the formation of the EEC which 
at the first stage of its existence (1958-1972) 
included six West European countries (Fede¬ 
ral Germany, France, Italy, the Netherlands, 
Belgium and Luxemburg) and which on Jan¬ 
uary 1, 1973, was joined by Great Britain, 
Denmark and Ireland, and by Greece on Janu¬ 
ary 1, 1981. 

The formation of the Common Market 
was not only a result of the processes of in¬ 
ternationalisation of economic life but it al¬ 
so had a clear-cut tendency to a consolidation 
of West European monopolies’ resources and 
to the strengthening of their positions in the 
competition with US capitalists. The provision 
of conditions for free movement of commod¬ 
ities, capital and workforce gave a powerful 
impetus to the development of specialisation 
and cooperation in production, the accelera¬ 
tion of the processes of concentration of pro¬ 
duction and capital, and the confrontation be¬ 
tween West European multinationals. The atti¬ 
tude of the United States to the Common 
Market was determined, on the one hand, by 
military and political considerations and the 
intention to make use of West European inte- 
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gration as an economic basis for NATO and 
consolidate the resources of the countries of 
that region for the struggle against world so¬ 
cialism and the progressive forces in Western 
Europe itself. From this point of view the 
West European integration was regarded as 
a necessity, although with the preservation 
of the leading role of the United States. 

On the other hand, the monopolies in the 
United States from the very beginning saw a 
real threat to their domination on the world 
commodity markets in the economic unifi¬ 
cation of the leading West European coun¬ 
tries. The logics of capitalist competition 
resulted in that, with all their contradictory 
interests, the Common Market monopolies 
made use of integration processes for lessen¬ 
ing their dependence on the United States 
and creating a more or less strong alliance 
having certain common interests and oppos¬ 
ing US hegemonism in the economic sphere. 

The Common Market became the biggest 
competitor of the United States in all the main 
spheres of rivalry between imperialist states, 
especially in world trade and export of capi¬ 
tal. That is why the processes taking place in 
the framework of the EEC became one of the 
most important factors that had a considerab¬ 
le influence on the struggle between the three 
centres of rivalry among imperialist countries. 

The emergence of the third centre of mod¬ 
ern capitalism—Japan—also had its own specific 
features. As regards the rates of economic 
growth in the postwar period Japan has been 
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a record holder among all the industrially 
advanced capitalist countries. 

The development of Japan as a centre of 
imperialist rivalry is characterised not only by 
the rapid growth of quantitative indicators 
of its economy but also by the exceptional 
dynamism of the structural changes in the 
development of its production and export 
basis. Whereas in the 1950s essential consumer 
goods predominated in Japanese exports, in 
the early 1970s Japan became a major world 
supplier of a wide array of products of such 
industries as mechanical engineering (motor 
vehicles, ships, electric and radio appliances), 
chemical industry, optical equipment and 
instruments, and so on. In the 1980s indust¬ 
rial and household electronic appliances, com¬ 
puters, integrated microcircuits, and so on, 
are occupying an increasingly important place 
among Japanese exports. 

In the 1960s Japan became a serious com¬ 
petitor to the United States and West European 
countries on the world commodity markets. 
An example is the fact that the rates of growth 
of Japanese exports in the 1950s and 1960s 
considerably surpassed the respective figures 
for other capitahst countries. For instance, 
exports of goods from Japan from 1950 to 
1980 increased by 161.5 times (in the same 
period those of the United States grew by 
21.5 times and the EEC countries — the 
“nine” — by 40.5 times). Japan considerably 
differs from the North American and West 
European centres of imperialism in the nature 
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of its involvement in the international division 
of labour. Whereas large-scale cooperation 
with firms of other countries on the basis of 
inter-branch division of labour (especially as 
regards the Common Market countries) is 
characteristic of the monopolies of the first 
two centres, Japanese industrial monopolies 
have, as a rule, all the stages of the production 
cycle, from the primary processing of raw 
materials to the output of final products. 

Raw materials, fuel and energy account 
for nearly 80 per cent of Japanese imports, 
and the products of manufacturing indus¬ 
tries account for a mere 20 per cent, whereas 
in the United States the share of the products 
of manufacturing industries in imports is 53 
per cent and in Federal Germany 66 per cent. 
In the context of imperialist competition 
this means that Japan, which is a rather ag¬ 
gressive exporter, permits only a small amount 
of export products from other industrially 
developed capitalist countries to enter its 
domestic market. 

Japan’s monopolies replace the absence 
of advantages connected with the develop¬ 
ment of production cooperation on an inter¬ 
national basis by diversification of their for¬ 
eign economic relations, as well as by the crea¬ 
tion of the zones of “preferential interests” 
mainly based on stable sources of raw ma¬ 
terials, fuel and energy. Such zones cover, 
in particular, the vast areas of the Pacific 
basin, including Southeast Asia, Australia and 
Canada. The countries of the Middle East 
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have become an important centre of attrac¬ 
tion for Japanese interests. 

In spite of the above-mentioned drop in 
the share of the United States in the world 
capitalist economy it continues to hold its 
place as the leading centre of the capitalist 
world. The special role of the United States 
in the system of modern capitalism is deter¬ 
mined not only by purely economic parameters 
and the powerful scientific and technical 
potential but also by its place in the military 
and political hierarchy of the West. The Unit¬ 
ed States maintains a huge superiority in the 
military-technical sphere over all the other 
capitalist countries combined. According to 
the Western press, the US aerospace industry 
holds an 80 per cent share of the market for 
aircraft and related military technologies in 
the capitalist world. The US far outstrips 
the richest capitalist countries in both the 
absolute volume of military spending and in 
per capita spending (Table 3). 


Table 3 


Military Spending of Capitalist States in 1975 prices 
(000 million of dollars) 


Countries 

1970 

1978 

1979 

1980 

1981 

1982 

USA 

73.6 

100.30 

111.80 

131.40 

153.7 

178.50 

West Germany 

8.27 

14.23 

14.90 

14.57 

17.11 

17.99 

France 

7.60 

18.83 

21.50 

20.65 

24.34 

28.64 

Great Britain 

5.29 

15.38 

19.02 

23.96 

27.28 

31.31 

Italy 

2.31 

6.61 

7.84 

8.85 

11.48 

15.54 

Japan 

1.92 

6.40 

7.05 

7.51 

8.08 



NATO members 103.05 173.0 196.5 228.7 266.7 306.2 
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For the United States, the 1980s have begun 
with a sharp leap in military spending. From 
1981 to 1987, it will rise at an annual rate of 
nine per cent, and military purchases of dura¬ 
ble hardware will annually increase by 16 per 
cent in real terms—an increase greater than that 
of the period of the Vietnam war. In the same 
period, military spending as a share of GNP 
is to climb to 7.8 per cent, from the current 
level of 5.6 per cent and will consume close 
to 37 per cent of the total Federal budget as 
compared with 25 per cent now.* The US 
makes every effort to exploit the dependence 
of West Europe and Japan on it militarily 
2 md to preserve its part as the dominant partner 
in military blocs. Because of its overwhelming 
military superiority, primarily in nuclear weap¬ 
ons, the US has been able to dilute to a sig¬ 
nificant degree the influence of the centri¬ 
fugal trend and perpetuate its pre-eminent 
role in the Atlantic military alliance. 

At the same time certain changes are taking 
place in this sphere as well. The unevenness 
of development of capitalism and a fundamen¬ 
tal shift in the balance of economic and po¬ 
litical power within the big triangle prompted 
by this unevenness prodded the US NATO 
allies and other military partners to seek a rea¬ 
lignment of their military partnerships to bring 
them into line with their economic and polit¬ 
ical influence. 

* Economic Report of the President, February 
1982, p. 85. 
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In retrospect, for the US, militarisation is a 
recurrent ailment that gradually but inevitably 
shakes the stability of the US economy. The 
arms race and the sizable chunk of the federal 
budget going for the military were chief rea¬ 
sons for the devaluation of the dollar and the 
colossal squandering of material resources. One 
of the results of the US militarisation of its 
economy was that, while achieving absolute su¬ 
periority over the other capitalist countries mil¬ 
itarily, its economic growth rates declined pre¬ 
cipitously. Average annual growth rates of GNP 
in the US were as follows (per cent);! 

1959-1965 4.3 
1965-1969 4.0 
1969-1973 3.6 
1973-1979 2.8 

In the seventies, US economic growth slowed 
to a snail’s pace. Between 1973 and 1979, 
per capita income trudged ahead at an average 
annual pace of 1.6 per cent, off from the three 
per cent average rise between 1959 and 1973.2 

Militarisation, the maintenance of military 
bases and armed forces abroad and the grant¬ 
ing of so-called military aid were important 
reasons for the US chronic payments deficit 
and the decline of the dollar in relation to cur¬ 
rencies of other capitalist countries. 

Yet, despite aU this and the ascension of 
Japan and Western Europe, the US remains 

* Economic Report of the President, February 
1982, p. 113. 

2 Ibid., p. 111. 
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the pre-eminent power among capitalist states. 
It continues to be the leading economic force 
in the capitahst world owing to its vast eco¬ 
nomic, scientific and technological potential, 
its heavy investments abroad and tbe special 
position of the dollar among Western cur¬ 
rencies. 

Moreover, it should be taken into account 
that the shift in the balance of power between 
the centres of rivalry does not always occur in 
one direction. The diminishing of the US 
chunk of the world capitalist economy is some¬ 
times checked by opposing factors. The eco¬ 
nomic crisis of the mid-seventies, the raw 
material and energy woes, the economic 
downturn of the early eighties, as well as a 
number of specific problems faced by the US 
chief competitors—the EEC countries and 
Japan—all rather strongly affected competition 
within the “big triangle” in the previous 
decade. 

As is known, the recession of 1974-1975 
was the severest of the postwar period. Al¬ 
though the US economy was greatly affected 
by economic crunch of the mid-seventies it 
bore more heavily on Western Europe and 
Japan. 

An economic upturn after the 1974-1975 
depression took a long time to build up steam. 
As a result, by the end of the seventies the eco¬ 
nomic situation in the leading industrial coun¬ 
tries of the West not only did not improve but, 
in a number of leading indicators, showed a 
tendency to deteriorate as compared with the 
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precrisis period. The economic growth rates, 
especially that of industrial output, slowed 
down considerably. For instance, whereas 
between 1970 and 1974, the average annual 
rate of growth of industrial production in the 
advanced capitalist countries was 4,2 per cent, 
between 1975 and 1979 the rate slowed to 2.6 
per cent. Between 1960 and 1969, official 
unemployment in the OECD member countries 
averaged 6,670,000; by 1979 this figure had 
swelled to 16,700,000. 

The rapid increase in oil and other fuel 
prices had a noticeable effect on the economic 
development of the advanced capitalist coun¬ 
tries in the latter half of the seventies which 
in turn considerably influenced the growth 
rates of the energy-output ratio and labour 
productivity. A distinctive feature of the op¬ 
eration of the law of uneven development of 
capitalism in that period was the differing 
effect the above-mentioned factors had on each 
of the centres of imperialist rivalry. Economic 
growth rates fell more markedly in the EEC 
countries than in the United States and Japan. 
Whereas between 1969 and 1973 the GDP of 
the EEC, the United States and Japan grew at 
an average rate of 4.9, 3.5 and 8.8 per cent re¬ 
spectively, the corresponding figures for the 
1974-1979 period are 2.4, 2.8 and 3.7 per cent. 
The same trend was evident in the expansion of 
industrial production. Between 1969 and 1973, 
industrial production in the EEC countries, the 
United States and Japan increased on the av¬ 
erage by 5.3, 4.1 and 10.9 per cent respecti- 
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vely. The same figures for the period from 
1974 to 1979 are 1.7, 2.7 qnd 2.3 per cent. 
These figures indicate that the United States 
outstripped the EEC countries in economic 
growth rates in the latter half of- the seventies 
but fell short of Japan. 

The economic sluggishness of the early 
eighties has several things in common with the 
1974-1975 depression. Both periods witnessed 
economic stagnation together with inflation 
and structural upheavals that shook the very 
core of the world capitalist economy. Anoth¬ 
er common feature of the two periods is 
that all the advcmced capitalist countries were 
more or less simultaneously affected by tbe 
downturns. 

Beyond that, the recession of the early 
eighties had a number of traits of its own. 
Most significant was its durability, wearing 
on longer than any in the postwar period. 
Another distinctive feature was its inter¬ 
rupted development. Following a 4.6 per cent 
decline in industrial production in OECD 
countries in the third quarter of 1980, the 
economy began to gain strength in the fourth 
quarter, only to slide downhill again begin¬ 
ning in the second quarter of 1981. 

The economic slump of the early eighties 
affected individual countries and centres of im¬ 
perialist rivalry in different ways. It had a 
shattering effect on West European economy. 
The EEC countries faced a difficult situa¬ 
tion. The plunge of industrial production in 
the first three years of the decade had a dev- 
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astating effect on employment. At the end 
of 1982 more than 16.5 million people were 
out of work in Western Europe. According 
to Business Week, by 1985 unemployment 
could reach as high as 12 per cent.i The 
gravity of the situation can be fathomed by 
observing that, in early 1983, the workfor¬ 
ce being out of work for six months or mo¬ 
re out of the total number of the unemploy¬ 
ed accounted for 55 per cent in France, 43 
per cent in West Germany, and 54 per cent 
in Britain. 

Especially gloomy are the prospects for 
bringing “redundant” workers back into 
the workforce. An early-1983 survey of a large 
group of West European executives in manu¬ 
facturing showed that a third had no plans for 
hiring new workers, and another third said they 
would continue trimming jobs even during an 
expanding economy.^ 

Economic turmoil in the European Econom¬ 
ic Community was intermingled with a deep 
crisis of the very mechanism of state-monopo¬ 
ly integration. Representing the most advanced 
form of capitalist integration, the EEC focus¬ 
sed in itself all the problems and contradic¬ 
tions inherent in it. Capitalist integration, 
which has a centripetal trend that is fostered 
by the development of the productive forces as 
well as by the imperialists’ attempts to consol¬ 
idate forces in their struggle against world 
socialism and the national liberation move- 

* Business January 31, 1983, p. 28. 

2 Ibid., p. 29. 
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merit, is unable to shake off the principle of 
distribution “according to strength”, “accord¬ 
ing to capital”, characteristic of imperial¬ 
ism. 

Although the member states and the nation¬ 
al groupings of monopoly capital which they 
represent have a number of common interests, 
the struggle between these groupings has been 
and remains a major feature of the develop¬ 
ment of capitalist integration. Integration un¬ 
der capitalism can take place only through an 
uneven sporadic development of the national 
state-monopoly complexes taking part in this 
integration. The history of the EEC is a graphic 
illustration of this. 

In the seventies, the intensity and scope of 
the undertakings towards integration notice¬ 
ably decreased. Despite the EEC’s expansion 
(it was joined by Great Britain, Ireland, Den¬ 
mark and Greece), plans for setting up an eco¬ 
nomic and monetary union were not carried 
through. The establishment in 1979 of the 
European Monetary System (EMS) promoted 
to a certain degree the monetary consolidation 
of the Common Market, yet ultimately it 
proved to be short of the objectives that were 
initially set. 

The cyclic and structural crises of the seven¬ 
ties were a harrowing test for West European 
integration. Eventually it became obvious that 
the mechanism of the Common Market was in¬ 
sufficiently adapted to the new situation that 
emerged in the world markets. The Community 
proved most vulnerable in that the protection- 
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ist measures it enacted retarded the structural 
adaptation of its industry to the changes of the 
world market, which naturally affected the 
competitiveness of West European firms, espe¬ 
cially in view of the growing onslaught of Japa¬ 
nese monopolies. 

Western Europe’s dependence on imports of 
energy resources, which sharply increased in 
the sixties, was responsible for the fact that 
during the seventies the EEC countries suffered 
more severely from the energy crisis than the 
United States. 

As inflation and unemployment rose sharp¬ 
ly, the centrifugal trend in the Community has 
noticeably gained strength which is above all a 
result of the desire to solve one’s own problems 
without regard for the interests of one’s part¬ 
ners. 

“What was launched as an experiment in in¬ 
ternational cooperation looks now more like 
a battle-ground for competing national inter¬ 
ests.”! 

The difficulties encountered by the Com¬ 
mon Market reflect the crisis in the state-mo¬ 
nopoly regulation as a whole. The absence of 
an effective strategy of overcoming crises, in¬ 
flation and unemployment on a national level 
was expressed in different and sometimes 
opposite methods and even priorities of the 
economic policy. For instance, the govern¬ 
ments of Britain, West Germany and to a cer¬ 
tain extent of the Netherlands chose to fight 

! Financial Times, January 5, 1983, p. 12. 


4 * 


51 


















inflation primarily through cuts in state spend¬ 
ing and through a contraction of credit and 
the money supply. After Francois Mitterrand 
came to power the French government, on the 
contrary, opted for a policy of reflation aimed 
at encouraging economic activity and paring 
unemployment. Such considerable differences 
in the Community members’ economic policy 
created additional difficulties in working out a 
common economic strategy. “The more 
conferences and consultations,” wrote Hans 
Otto Eglau, a West German economist, “the 
more different are the recipes for promoting 
national economic health.Hence the un¬ 
willingness of most EEC member states to hand 
over to supranational bodies their prerogatives 
to settle a whole number of economic pro¬ 
blems. 

Another indicator that the integration of 
West Europe is deeply troubled is that since 
its existence the unevenness in the develop¬ 
ment of separate countries has not only not 
decreased but, on the contrary, grew notice¬ 
ably. The dynamics of the per capita GDP 
(Table 4) bears witness to this trend. 

Between 1968 and 1978 the gap between 
the lowest and the highest GDP per capita 
grew from a factor of 2.5 to a factor of 2.9. 

Considerable differences in the more im¬ 
portant economic indicators contributed to an 

* H. O. Eglau, Kampf der Giganten. Europa, USA 
und Japan im Wirtschaftswettstreit, Econ Verlag 
GmbH, Dusseldorf, 1982, p. 222. 
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Table 4 


GDP per Capita (EUA 000’^) 


Country 

1968 

1978 

Denmark 

2.5 

8.4 

West Germany 

2.1 

8.1 

France 

2.4 

6.9 

Ireland 

1.0 

2.9 

Italy 

1.3 

3.3 

Netherlands 

1.8 

7.2 

Belgium 

2.1 

7.5 

Luxemburg 

2.2 

7.4 

Great Britain 

1.8 

4.2 


*at current prices and exchange rates, March 1979. 

Source: European Cooperation Today, Ed. by Kenneth J. 
Twitchett, Europa Publications Ltd., London, 1980, p. 50. 

intensification of the centrifugal trend in the 
EEC and the deepening of contradictions 
between its members. For example in France, 
the annual growth of prices in the previous 
decade was three times higher than that in 
West Germany. This was accompanied by a 
decrease in the competitiveness of French 
goods in comparison with West German ones, 
which tangibly affected the country’s trade 
balance and balance of payments. Herein 
also lies one of the main reasons for the almost 
permanent deficit in France’s trade with the 
EEC as a whole, which more than doubled in 
the first half of 1982 to reach $4,600 million. 
Thus the deficit in trade with the Community 
partners accounted for almost 40 per cent of 
France’s total trade deficit. Such trends thre¬ 
aten the very principles of the Treaty of 
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Rome. It was no accident that French Premier 
Pierre Mauroy stated the possibility of closing 
French borders to undesirable imports from 
EEC countries. At the same time, the very 
mechanism of state-monopoly regulation on 
a national level became weakened due to the 
specific conditions of integration. The prin¬ 
ciple of allowing the free movement of goods 
and capital nearly erected serious obstacles to 
a more or less effective regulation of the 
balance of payments in the reciprocal turnover 
of the member countries. In the context of 
acute inflation, this circumstance turned out to 
be an additional barrier to a more or less effec¬ 
tive control of fluctuations in the money sup¬ 
ply by national bodies. Nevertheless, the more 
frequent attempts of the governments to use 
budgetary measures for influencing certain 
aspects of the fimctioning of the economic 
mechanism contributed to a sharp rise in state 
spending. This, in turn, fuelled inflation. Accord¬ 
ing to calculations made by Soviet economist 
Yu. Shishkov, the average annual rates of 
growth of prices for the six original members 
of the Common Market increased from 3.8 per 
cent between 1958 and I960 to 8.2 per cent 
between 1976 and 1978 and 8.9 per cent be¬ 
tween 1979 and 1981. The average annual rates 
of growth of the GDP for the same countries 
were 5.4; 3.7; and 1.8 per cent respectively.^ 

* Mirovaya ekonomika i mezhdunarodniye otno- 
sheniya (World Economy and International Relations), 
No. 11, 1982, p. 125. 
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Serious problems also arose for the EEC when 
new members joined it. Although the admi¬ 
ttance of Great Britain to the Common Market 
meant an extensive growth of its economic 
potential, it sharply exacerbated the contradic¬ 
tions in the Community’s budget and agricultur¬ 
al policies. As is known, the main instrument 
of agricultural integration is the system of sta¬ 
ble high prices for agricultural produce, which 
are subsi^sed by the EEC. As about two-thirds 
of the Community’s budget is spent for farm 
price supports and only France, Denmark and 
Ireland — countries with export-oriented agri¬ 
culture — benefit from such props, the remain¬ 
ing states, particularly Great Britain, are great¬ 
ly displeased with the Common Market’s ag¬ 
rarian pohcy. Britain is seeking to revise the 
very system of agricultural subsidies and 
sharply cut the funds going towards satisfying 
agricultural needs. The. acuteness of contra¬ 
dictions in this sphere reached its climax in the 
spring of 1982 when a decision about the 
prices of farm produce was taken without 
Britain’s consent. Further expansion of the 
Common Market membership may create even 
more grave problems for its agricultural policy. 
The admittance of Greece to the EEC as its 
tenth member not only complicated the 
practice of subsidising agriculture but also 
began an important stage of aggravating com¬ 
petition in the farm produce of Mediterranean 
specialisation. These problems came to a 
head after the admittance of Spain and Por¬ 
tugal to the Common Market. 
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With all the difficulties and contradictions of 
the EEC agricultural policy, it would be wrong 
to ignore certain achievements in this area. 
The EEC has been instrumental in bolstering 
the agricultural output of its members, especial¬ 
ly in the sixties and the early seventies. This 
has made it possible for Community coun¬ 
tries to not only achieve self-sufficiency, but to 
noticeably boost their exports. Consequently, 
the EEC’s share in world exports of agricultu¬ 
ral produce among capitalist states shot up¬ 
wards from a fourth in the mid-sixties to a 
third at the beginning of the current decade. 
The Common Market has become the second 
biggest exporter of agricultural produce after 
the United States, which is one of the main 
reasons for the aggravation of trans-Atlantic 
contradictions. 

The development of the West European 
centre of modern capitalism is characterised 
by elaborate and contradictory trends. Fore¬ 
casts indicate that low economic growth rates, 
widespread unemployment and the high 
level of inflation will continue to pester the 
EEC countries through the first half of the 
eighties. A nominal increase in capital invest¬ 
ments is expected only in the middle of the 
current decade. However, there is every indi¬ 
cation that this will not be accompanied by 
reduced unemployment. Let us take a brief 
look at forecasts made by the Commission of 
European Communities, published by Financial 
Times (Table 5). 
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Table 5 

EEC Average Annual Growth Rates 
(per cent) 



1980-1985 

1980-1987 

GDP 

1.2 

1.6 

GDP prices 

8.2 

8.0 

Investment 

0.6 

1.2 

Employment 

Unemployment rate at the 

-0.4 

-0.2 

end of period 

11.0 

11.1 


The lull in the pace of economic integration, 
the difficulties encountered in restructuring 
the economy in the face of mounting inflation 
and unemployment—these and other phenom¬ 
ena have considerably affected the power 
equilibrium within the “big triangle”. Both the 
economic and the political pressure exercised 
by the US state-monopoly circles on Western 
Europe increased in the late seventies and early 
eighties. Making use of the EEC’s economic 
troubles, they are out to recapture their 
former role of leader of the capitalist world 
and to slow down the process of consolidation 
of the West European centre. A major place is 
assigned in such a strategy to both the tradi¬ 
tional methods of capitalist expansion— export 
of capital and seizure of commodity markets — 
and to different ways of undermining the 
principles and practice of European co¬ 
operation, dampening relations between the 
West European countries and socialist states 
and erecting a medley of obstacles on the way 
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of developing their mutually advantageous 
economic relations. 

The general development of the crisis situ¬ 
ation in the capitalist world could not help 
affecting Japan as well. Although the Japa¬ 
nese economy has managed on the whole to 
avoid any tangible slackening of economic 
activity, industrial production growth rates 
have perceptively dropped, unemployment 
and inflation have grown, and investments 
have slowed down. The official unemploy¬ 
ment level, which was at 500,000 unemploy¬ 
ed between 1960 and 1969 and close to 
900,000 between 1970 and 1979, surged to 
1,140,000 in 1980 and 1,260,000 in 1981. 

The slow growth of consumer demand 
has become a distinctive feature in recent 
years, mainly because of a freezing in real 
wages, the shortening of the work week and 
the growth of unemployment. 

Nevertheless, Japan faltered through the 
economic slump of the early eighties with 
less damage than the United States and West¬ 
ern Europe. Despite the fact that industrial 
output dropped in the country in the third 
quarter of 1980 and the second quarter of 
1981, Japan registered overall growth in out¬ 
put in 1980 and in 1981. The real GNP grew 
in 1980 by 4.2 per cent and in 1981 by 2.9 
per cent, whereas industrial production in¬ 
creased by 7 and 3.1 per cent respectively. 

In the midst of the downturn of the ear¬ 
ly eighties, the country’s economy became 
increasingly dependent on external markets. 
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The volume of exports of goods and servi¬ 
ces in 1980 and 1981 surged ahead by 18.5 
and 13 per cent respectively. The economic 
crunches of the mid-seventies prompted Japan 
to undertake a large-scale restructuring of its 
economy in favour of more sophisticated 
science-intensive branches. This revamping is 
still continuing. 

Yet new problems arising out of the role 
assigned to Japan within the “big triangle” 
increasingly affect the plight of its economy. 
Although Japan is one of the United States’ 
principal and more aggressive competitors in 
the economic sphere, its ruling circles are pur¬ 
suing a policy aimed at consolidating the mili¬ 
tary and political alliance with the United Sta¬ 
tes. In the context of this policy, an impor¬ 
tant place is set aside for the buildup of Japan’s 
military power, a move long sought in Wash¬ 
ington. The urge to push Japan along the 
road of militarisation has been dictated by 
several strategic and economic considerations 
of the US ruling circles. In putting forward 
the slogan of “constructive partnership”, Wash¬ 
ington hopes to shift onto the shoulders of 
its Far Eastern ally a considerable part of the 
burden of exercising the costly police func¬ 
tion of bolstering the positions of imperialism 
in East and Southeast Asia and in the adjoin¬ 
ing Pacific zone. The “military partnership” is 
seen as a very effective instrument for increas¬ 
ing Japan’s dependence on the United States. 

In drawing Japan into the arms race, US 
imperialists pursue another strategic gocil. 
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that of economically weakening their compet¬ 
itor on the world markets. It has long been 
known that the remarkable performance of 
the Japanese economy in the postwar period 
was made possible by zero military spending 
and hence no vast material resources were 
channelled away from productive consump¬ 
tion. At a Congressional hearing Senator 
David Boren said that the United States was 
not competitive enough on the world mar¬ 
kets because the average American taxpayer 
spent $759 per year on defense while the 
average Japanese spent $98 per year.l The 
Financial Times wrote: “... both the US and 
European governments have repeatedly main¬ 
tained that the absence of the need to sustain a 
wide-ranging military establishment has freed ; 
Japan to concentrate on trade—with all the ' 
well-known consequences. ”2 

But in the early eighties Japan’s ruling 
circles embarked on the road of accelerated 
buildup of its military potential and the ex¬ 
pansion and technical equipment of the so- 
called self-defense forces which in actual fact i 
means the violation of the letter and spirit 
of the country’s earlier adopted constitu¬ 
tion. The programme of modernisation and 
development of the Japanese armed forces 


Trade Reciprocity. Hearings Before the Subcom¬ 
mittee on International Trade, March 24, US Govern¬ 
ment Printing Office, Washington, 1982, p. 5. 

2 Financial Times, December 16, 1982, Section Ill, 
p. IX. 
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unveiled in 1982 and intended for the period 
from 1983 to 1987 provides for an increase 
in military spending of 70 per cent against 
that of the previous five-year period. Total 
military spending will amount to around 
16,000,000 million yen. Such a scale of mili¬ 
tary spending, the largest in the postwar pe¬ 
riod, poses many new problems not only to 
Jap^m’s relations with its nearest neighbours 
but also to the expansion of the Japanese 
economy. According to the Financial Times, 
“the US wants Japan sharply to raise its de¬ 
fense budget, not an easy political decision for 
the Japanese Government in the light of its 
current budgetary problems.”* 

The relations between the three centres of 
imperialist rivalry include a whole complex of 
closely interconnected economic and political 
problems. As the level of economic develop¬ 
ment of the trilateral states approaches parity 
and the competition between them intensifies, 
especially amid an economic crunch, the specif¬ 
ic features of their political priorities are be¬ 
coming more manifest. 

The gap between the interests of the United 
States and Western Europe as regards the at¬ 
titude to detente and East-West economic re¬ 
lations has become wider in recent years, along 
with the preservation of the allied relations 
within NATO. There is direct evidence of the 
discrepancy between the approach of the 
United States, the EEC and Japan to a wide 

* Ibid. 
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range of questions involved in the attitude to 
different groups of developing countries. How¬ 
ever, of overriding importance among the 
trilateral states is the struggle for the division 
of markets and spheres of influence. 


2. Competition in Science and Technology 

The competition of the centres of modern 
capitalism and their monopoly groupings is 
characterised by many forms and a wide range 
of means. In the course of this competition, 
each one of its participants seeks to use to the 
maximum not only his own potential but the 
achievements of his partner who is, as a rule, 
his competitor. 

In the competition in science and technol¬ 
ogy, the same trends which characterise the 
fluctuations in the general balance of power 
between the trilateral states are observed, al¬ 
though with certain modifications. The Unit¬ 
ed States’ overwhelming superiority in the 
postwar period gave way to a tendency to¬ 
wards a certain levelling in science and tech¬ 
nology. 

The predominance of the United States 
in science and technology was a result of 
economic factors, as well as certain features 
of the country’s historical development. 
In the late forties and the fifties, many im¬ 
portant advances in science were introduced 
on a large scale in production, which generat¬ 
ed an increase in the productivity of labour 
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and an improvement in the structure of pro¬ 
duction. Research in electronics, nuclear 
physics and space technology, among other 
things, were of great significance. 

Playing a large hand in the advance of the 
US scientific and technological potential was 
the immigration to that country of a great 
number of scientists who had escaped from the 
Nazi terror on the eve of and during the Se¬ 
cond World War. The United States’ great post¬ 
war lead over other countries in the number of 
Nobel Prize winners, especially in specialities 
relating to industrial expansion, indicates 
the considerable potentialities that the Unit¬ 
ed States had in research personnel. 


Table 6 

Nobel Prizes, in Chemistry and Physics, 

1950-1980 



Chemistry 

Physics 

United States 

19 

45 

United Kingdom 

17 

11 

Japan 

— 

1 

West Germany 

5 

2 


Source: Research & Development and the New Natio¬ 
nal Agenda,VltLshington, 1981,p.l66. 


The setting up of influential research faci¬ 
lities in the United States became possible 
not only owing to highly-qualified scientists 
and engineers but to considerable sums allo¬ 
cated for these purposes. By the early seven- 
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ties, expenditures on R&D in the United 
States exceeded West German spending for the 
same purposes by more than nine times, that 
of Japan by more than ten times, and of Fran¬ 
ce and Great Britain by almost 11 times. In 
1975 funds for R&D in the United States 
exceeded the respective expenditure of the 
EEC countries by more than 2.5 times. 

Considerable concentration of efforts and 
financial resources in the most important 
fields of research conditioned a relatively effi¬ 
cient utihsation of results. The intensive 
application of research in mass production 
< paved the way for US corporations to achieve a 

giant lead in technology. A great part in this 
was played by the enormous financial resources 
of US corporations, which allowed them 
to make sizeable investments in new technol¬ 
ogies, and by the vast scale of the domestic mar¬ 
ket in the country. The latter is very important 
for the organisation of mass production. 

US corporations widely used their mighty 
scientific and technological potential not only 
for raising labour productivity and widening 
the range of products. Export of technology 
in various forms has become a means for en¬ 
riching US monopolies. The sale of licences 
for certain types of technologies to foreign 
firms has taken on special importance. The 
United States accounts for 40 to 50 per cent 
of all the earnings from the sale of licences in 
the capitalist world. This provides US cor¬ 
porations with additional profits, which are 
then applied to R&D. On the other hand. 
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the export of technologies has become a rath¬ 
er effective instrument for making foreign 
firms dependent on US corporations, that 
is, it has become an instrument of economic 
expansion. Licence agreements have become 
a rather convenient way for US corporations 
to penetrate the primary economic branches 
of many capitalist countries. First, the licensee 
finds itself technologically dependent on 
the licensor. The licences are as a rule grant¬ 
ed not for the most advanced production 
techniques and inventions. This circumstance 
is extremely important as it allows the licens¬ 
ing firm to stay a step ahead of its potential 
competitor technologically. Second, the sale of 
licences makes it possible to penetrate 
into the branches in the competitor countries 
to which the flow of direct foreign investments 
is closed or restricted. In particular, the sale of 
licences has become one of the principal 
methods for US companies to penetrate the 
Japanese economy for which until recently 
rather tough restrictions on direct foreign 
investments have existed. US corporations 
make use of a similar method for penetrating 
the nationalised sectors of West European 
economies. The sale of licences in exchange 
for stock is a common practice among US 
corporations. In such cases the sale of tech¬ 
nologies takes on the form of export of capital 
and serves as a pretty much effective means for 
establishing control over the company which 
buys a licence. 

All of this bears witness to the fact that 
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the flow of technology is a complicated phe- j 
nomenon which should be above all regarded I 
as a specific form of expansion of monopoly j 
capital. 

Despite immense spending on research and 
development and an enormous scientific po¬ 
tential, the United States has failed to avert a ' 
serious challenge from its competitors in tech- ' 
nical equipment of production and the dynam- 1 
ics of productivity. The following data on 
the average annual] productivity gains in manu¬ 
facturing between 1970 and 1978 are witness ' 
to this (per cent);! I 

United Kingdom 1.9 Sweden 3.6 | 

USA 2.4 West Germany 5 j 

Canada 3.4 Japan 5.9 I 

As a result, the gap in labour productivity 
between the United States and such coun¬ 
tries as France, West Germany and Japan 
has narrowed. A number of factors which i 
affect the scientific and technical progress 
in both the United States and the competi¬ 
tor countries have contributed to the narrow¬ 
ing of the “technological gap”. Let us dis¬ 
cuss one group of factors. 

Glenn R. Schleede, Executive Associate 
Director of the Office of Management and 
Budget, points out six principal reasons that 
have stood in the way of US technical prog¬ 
ress in recent years: 1) a tax system; 2) an 

* U. S. News 8c World Report, November 12, 1979, 
p. 89. 
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outmoded system of depreciation deductions; 
3) a high level of inflation; 4) high interest 
rates; 5) the diversion of a large share of 
available capital from the productive pur¬ 
poses; 6) huge budget deficits that breed in¬ 
flation, high taxes and high interest rates.^ 
The above-mentioned list contains no di¬ 
rect mention of the most important factor 
undermining the competitiveness of many US 
industries, i.e., the excessive militarisation 
of the economy. Its influence is manifested in 
a number of fields, beginning from the enor¬ 
mous diversion of research personnel to un¬ 
productive arms production. The United 
States is far ahead of other countries in the 
proportion of spending on research and devel¬ 
opment given over to military needs. 


Tabu 7 


^ R & D as a Per Cent of GNP of the United States, 
Japan, West Germany and United Kingdom, 1978 



R & D spending 


Total sum 


in 

GNP 

of 

R&D spending 


whole 

on civilian 

on civilian on military 



needs 

needs 

needs 

USA 

2.27 

1.57 

69 

31 

UK 

2.11 

1.47 

70 

30 

Japan 

West 

1.92 

1.92 

100 

— 

Ger- 





many 

2.37 

2.19 

92 

8 


Source; National Science Board. Science Indicators 1978 
(Washington, D. C., U. S. Government Printing Office, 1979) 


^ R Sc D and the New National Agenda, p. 32. 
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There are grounds to believe that the above 
figures showing the share of military spending 
in the total expenditure on R&D in the Unit¬ 
ed States are lower than the actual ones. Ac¬ 
cording to U.S. News 8c World Report, near¬ 
ly 50 per cent of all federal research funds go 
for defence. 

The high proportion of military spending 
in the total for R&D has rather adversely af¬ 
fected capital investments in science. Research 
in the framework of military prograunmes has 
no commercial value and thus does not im¬ 
prove the competitiveness of US industries in 
the rivalry for markets. What it mainly does is 
to divert huge resources in the form of highly 
skilled scientists and engineers. Many experts 
who work in the field of organisation of sci¬ 
ence in the United States point to the danger 
of this trend. For instance, Lloyd J. Dumas, 
an economist at the University of Texas in 
Dallas, said that President Reagan’s military 
programme and the diversion of engineering 
and scientific talent into the military field 
would adversely affect the growth of produc¬ 
tivity in civilian branches of US industries 
and the United States’ competitiveness on 
world markets in the 1980s.l 

The militarisation of the economy impedes 
technical progress in the United States since 
it results in enormous budget deficits and a 
strained credit situation. To cover deficits in 
the federal budget which in the early eight- 

* Business Week, May 24, 1982. 
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ies exceeded $200,000 million, the Treasury 
Department is compelled to borrow capital 
from private banks. According to the British 
journal Banker, in early 1983 the US Feder¬ 
al Government was the recipient of up to 
60 per cent of the total loans on the loan mar¬ 
ket. This, in turn, was the principal reason for 
surging interest rates, which seriously impedes 
the growth of investments, including in those 
branches which ensure technical progress. 

The slowing down of the rates of technical ad¬ 
vance in the United States in recent years large¬ 
ly echoes a general slackening of investments in 
the country and a deceleration in the renewal 
of fixed capital, especially in such traditional 
industries as steel-making, textile, certain types 
of mechanical engineering, and so on. 

Doubtlessly, the high level of monopolisa¬ 
tion of a number of branches with a large 
proportion of fixed capital has also had a hin¬ 
dering effect on technical progress. Being able 
to increase profits through high prices, the 
corporations were not interested in upgrading 
their production capacities. Below-capacity 
production by industrial enterprises and the gov¬ 
ernment’s protectionist policy have had a 
similar effect. The US steel-making industry 
is a case in point. Only one enterprise with a 
full steel-making cycle was built in the United 
States between 1960 and 1980.^ At the same 
time steel-making companies in the US, with 
the help from the state, had repeatedly, be- 

* H. O. Eglau, op. cit., p. 188. 
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ginning in 1969, forced Japan and the EEC to 
“voluntarily” restrict deliveries of their cheap¬ 
er steel to the US market. (For more detail 
see Chapter III.) 

The drop in the competitiveness of US com¬ 
panies on the world market generates increas¬ 
ing concern among the industrial, financial 
and political elites in the US. This is manifest¬ 
ed by a campaign for the so-called reindustrial¬ 
isation and the implementation of large-scale 
measures for the technical retooling of several 
leading US industries and for restoring the 
United States’ undisputed leadership in tech¬ 
nical progress. Needless to say, it would be 
wrong to underestimate the potentialities of 
US monopolies. At the same time it is quite 
obvious that reindustrialisation is in close 
connection with the general condition and 
prospects of the US economy. With a size¬ 
able boost in military spending, astronomical 
budget deficits and the inflation bred by 
them, as well as the strain on the loan mar¬ 
ket, the implementation of large-scale in¬ 
vestment programmes seems difficult. 

The technological gap is closing under the 
impact of the processes that take place not 
only in the United States. In this respect an 
important role has been played by the flow 
of technology, which has promoted the equa¬ 
lisation of the technical levels of production, 
especially in such traditional branches as steel¬ 
making and metalworking, the automotive 
industry, shipbuiling, the chemical industry, 
pharmaceuticals, etc. 
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Imported technologies were especially wide¬ 
ly used by Japanese monopolies. The use 
of foreign hcences was one of the important 
methods for narrowing the “technological gap” 
between Japanese enterprises and their compet¬ 
itors in the United States and Western Europe. 
In the postwar period Japan is in the head in 
the purchase of licences. Before 1959 Japan 
bought on the average no more than 150 for¬ 
eign licences a year. In the mid-sixties yearly 
purchases ran to more than 500, breaking the 
1,000 mark in 1968. Ninety per cent of for¬ 
eign licences bought were for the branches 
manufacturing the means of production, such 
as mechanical engineering, the chemical indus¬ 
try, and so on, which helped to improve 
efficiency in other sectors of the economy 
as well. On the whole, in the mid-seventies 
about 10 per cent of industrial products in 
Japan were manufactured on the basis of for¬ 
eign technologies and in some industries this 
figure reached as much as 25 or 30 per cent. 
However, it would be wrong to explain the 
growth of productivity in Japanese industries 
only by the successful utilisation of imported 
technologies. In the seventies Japan switched 
over to the accelerated development of its own 
scientific potential, especially in the most 
up-to-date branches which were hotly compe¬ 
ting with foreign companies. Whereas in the 
sixties the ratio between imports and exports 
of technologies (patents and licences) was 
40:1, in 1975 it plunged to 4.4:1. In 1981 
Japan sold abroad $320 million worth of 
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patents and licences and purchased $115 
million worth. (The United States, West 
Germany and Britain account for 80 per cent 
of Japanese imports of technologies. The 
buyers of Japanese patents and licences are 
mainly developing countries.) 

Japan leads its main competitors in the share 
of its GNP taken up by R&D spending. In 
1982 this figure was 2.4 per cent for Japan, 2.3 
per cent for the United States, 2.2 per cent for 
Britain and 1.8 per cent for France. An impor¬ 
tant part was played by the active financial 
support given by the state to private companies 
4 to promote R&rD and the wide-scale com¬ 

mercial application of innovations. The elec¬ 
tronics industry is an example of the successful 
development of Japan’s own research facili¬ 
ties which have enabled Japanese firms to gain 
the upper hand in their competition with the 
US companies. Up to the mid-seventies US 
firms headed by IBM dominated the world elec¬ 
tronics market. But already towards the close 
of the seventies this domination was at an 
end. In 1976, under the sponsorship of the 
Ministry of International Trade and Indus¬ 
try, the leading Japanese electronics firms— 
Nippon Electric, Hitachi, Toshiba, Fujitsu 
and Mitsubishi Electric—formed a research 
cartel with a view to sharply raising the effi¬ 
ciency of projects for creating new types of 
products mainly on the basis of semiconduc¬ 
tor technologies. Because of the paramount 
importance of research in this field the par¬ 
ticipating companies received substantial fi- 
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nancial assistance in the form of state subsidies, 
as well as loans from private banks.^ 

The Japanese government has backed large- 
scide measures aimed at the development of 
research in other spheres as well. In 1981 the 
Ministry of International Trade and Indus¬ 
try of Japan made public a comprehensive 
plan of development of scientific and tech¬ 
nical work for a period ending in the early 
1990s which provided for the development 
of research in various fields. The work on 
creating synthetic materials with predeter¬ 
mined properties and research in semicon¬ 
ductors and biotechnology hold special place 
in it. 

The accelerated development of their own 
research facilities has enabled Japanese firms 
engaged in science-intensive branches to se¬ 
riously challenge their US competitors in elec¬ 
tronics (above all, microelectronics), auto¬ 
mation of production processes (especially 
in the industrial application of robots), and 
bioengineering. Moreover, Japan is increasing¬ 
ly becoming an exporter of new technolo¬ 
gies to other countries, including Western 
Europe and the United States. Japan’s re¬ 
orientation to the development of more sophis¬ 
ticated and science-intensive branches that has 
become clearly manifested in recent years 
marks the beginning of a new stage of rivalry in 
technology and, above aU, a sharp aggravation 
of contradictions between the United States 

* H. O. Eglau, op. cit., p. 122-123. 
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and Japan. The world electronics market is 
rapidly becoming one of the most impor¬ 
tant fields of competition between them 
as regards the range of products and their 
sales. 

It is expected that competition between the 
United States and Japan will be just as stiff in 
the application of industrial robots, various 
types of equipment for cultivating natural re¬ 
sources and the biological resources of the 
World Ocean, development of synthetic mate¬ 
rials with predetermined properties, and so on. 

The West European centre of modern capital¬ 
ism has a considerable research potential. In 
the past ten years overall spending on R & D 
by the EEC countries has grown by a third, 
and although this is 16 per cent off of what 
was spent in the United States, it considera¬ 
bly exceeds the respective figure for Japan. 
And yet. Western Europe lags behind both 
the United States and Japan in the promptness 
and efficiency of utihsing in industry its own 
scientific and technological potential. The gap 
between the United States and Western Euro¬ 
pe in capital-output ratio and in labour produc¬ 
tivity has considerably narrowed in such tradi¬ 
tional industries cis steel-making, mechanical 
engineering, shipbuilding, chemicals, and so on. 
However, Western Europe is considerably 
behind the United States and Japan in the de¬ 
velopment of science-intensive industries. Of 
the ten major world companies which manu¬ 
facture semiconductor products, in 1980 only 
two—Philips and Siemens—were headquartered 
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in Western Europe and held ninth and tenth 
places respectively. 1 

By the early eighties Western Europe by far 
trained the United States and Japan in the 
production and application of many types of 
computers and data-giving units. For instance, 
in 1980, the per capita use of integrated 
printed circuits in terms of cost was; $S0 in 
the United States, $28 in Japan, and $8 in 
the EEC countries ($19 in West Germany).2 
The uneven development of scientific and 
technical potentials of the three centres of 
rivalry has in recent years been affected by the 
increasing contradictions characteristic of tech¬ 
nical progress under capitalism. 

The swelling of unemployment is a major 
social factor impeding the introduction of new 
technologies. This is especially manifested in 
Western Europe. A critical drop in the demand 
for labour and a low level of investments in the 
expansion of production capacities have sharp¬ 
ly increased the impact of new equipment and 
technologies on employment. The influence 
of these factors is rather large in the course 
of modernisation of such traditional branches 
as steel-making, the textile industry, and in the 
up-to-date branches that have emerged on the 
basis of application of the latest advances in 
science. 

The large-scale application of microelec¬ 
tronics and industrial robots has prompted a 

* H. O. Eglau, op. cit., p. 127. 

2 Ibid. 
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fall in demand for a number of trades. For 
example, the automation of such operations as 
welding and painting in the West German 
automotive industry has resulted in an 80 to 90 
per cent reduction of employment in these 
sectors. 

Under capitalism, the latest technologies 
generate serious problems involved in em¬ 
ployment in the non-productive sphere as 
well. According to the Commission of Europ¬ 
ean Communities, the application of elect¬ 
ronic devices for processing information 
and analysis of texts, and the use of new 
means of communications and storage of infor¬ 
mation will have as a consequence a 20 to 25 
per cent reduction in the number of office 
employees in the EEC countries by the late 
eighties. 

Amid a catastrophic rise in the number of 
“redundant” people, especially among young 
people, the introduction of new technical 
facilities which improve productivity and thus 
decrease the demand for labour is regarded as a 
very undesirable social phenomenon. In cha¬ 
racterising the factors that affect technical 
progress, H. O. Eglau underscores the presence 
of a growing mistrust of technology in the 
West, especially in the context of mounting 
unemp loyment. l 

A comparison of the factors of the com¬ 
petitiveness of the United States, Western 
Europe and Japan shows that there is a trend 

1 H. O. Eglau, op. cit., p. 165. 
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towards the levelling out of the competitive¬ 
ness of monopolies in the three centres of 
capitalism, although this trend is rather slow. 
It is based on the process of internationalisa¬ 
tion of economic life and the drawing togeth¬ 
er of technical and economic conditions of 
production. What’s more, this process is ex¬ 
tremely uneven and afflicted with conflicts 
and opposing factors. The uneven develop¬ 
ment does not preclude the fact that in cer¬ 
tain areas of scientific and technical progress 
the balance of power and the leaders may 
change rather quickly, which imparts to ri¬ 
valry an especially dynamic character. 

One of the most important trends in the 
competition within the “big triangle” is the 
attempt of the United States to preserve and, 
in some areas of scientific and technical prog¬ 
ress, to increase its lead which it regards as one 
of the more important prerequisites for con¬ 
solidating its position among the trilateral 
countries. However, in the light of the gaining 
might of its main competitors and the inten¬ 
sive application of the latest technologies, this 
is proving an increasingly formidable task. This 
trend provides prerequisites for the continued 
strengthening of competition and a search for 
new possibilities and new methods of struggle 
against competitors. In this connection, the 
emergence of international private enterprise 
on the basis of export of capital takes on spe¬ 
cial importance. 
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3. Rivalry of Trilateral Countries 
in International Private Enterprise 

Competition between the centres of modern 
capitalism is an elaborate phenomenon. In 
the context of internationalisation of pro¬ 
duction and capital which has sharply grown, 
a comparison of the relative strength of indi¬ 
vidual countries or competing groupings only 
on the basis of data characterising its param¬ 
eters within national boundaries is not enough. 
Such a comparison does not reflect the full 
complexity and specific features of the com- 
{ petitive struggle between the centres of rivalry 

which is now taking place. In the same way, 
such a comparison does not reflect the con¬ 
tradictory intermingling of interests of the 
large regional groupings of modern monopoly 
capital. 

In the present situation, when as a result 
of a radical shift in the balance of power in 
the world arena and the totality of military 
and political conditions, the possibilities of 
using armed force in the struggle between the 
competing imperialist groupings are rather 
limited, if not altogether impossible, the fac¬ 
tor of economic expansion, above all in the 
form of export of capital and foreign entre¬ 
preneurship, has become extremely impor¬ 
tant. Hence, a comparison of the three cen¬ 
tres of imperialism and an examination of the 
dynamics of their competition also presup¬ 
poses an analysis of their positions in inter¬ 
national investments and entrepreneurship. 
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For instance, it would be wrong to judge the 
might and expansionism of US monopoly cap¬ 
ital and its influence on current world eco¬ 
nomic relations by data on the activities of US 
capital only within national boundaries. Such 
an approach would ignore one of the most 
important features of the monopoly stage of 
capitalism, for which, according to Lenin, 
the export of capital is most typical.^ 

By the late seventies the cost of products of 
foreign branches of US companies exceeded 
more than three times that of commodity 
exports from the United States. In Western 
Europe the volume of foreign production is 
around 90 per cent of their commodity ex¬ 
ports. The Japanese monopolies have the 
lowest respective figure—a little more than 
50 per cent. 

Altogether, the three centres of imperial¬ 
ism account for the lion’s share of capital 
exports especially in the form of direct in¬ 
vestments. The United States, Britain, West 
Germany, Switzerland, Japan, the Nether¬ 
lands, France and Canada are responsible for 
over 90 per cent of the total sum of direct 
investments of up to $450,000-460,000 
million. 

The struggle for the spheres of application 
of capital abroad well illustrates the opera¬ 
tion of the law of uneven development of mod¬ 
ern capitalism. One of the more important 
features of capital exports today is the con- 

^ See V. I. Lenin, Collected Works, Vol. 22, p. 240. 
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centration of the bulk of investments in a 
comparatively small group of industrially 
developed countries. 


Tabu 8 


US Direct Investment Abroad 




$ million per cent 



1950 

1982 1950 

1982 

Total 

In industrialised 

11,788 

221,343 100 

100 

capitalist 

countries 

5,696 

163,076 48 

73.7 

In developing 


countries 

5,736 

53,157 49 

24 

International 

organisations 

356 

5,110 3 

2.3 


Calculated according to Survey of Current Business, 
February 1981, p. 41; Survey of Current Business, August 
1983, p. 22. 


The above table shows that in 1950 direct 
US foreign investments were distributed ap¬ 
proximately equally between developed capi¬ 
talist and developing countries, while in 1982 
developed capitalist countries accounted for 
almost three-quarters of such investments. 
The trend towards the predominance of di¬ 
rect investments in developed capitalist coun¬ 
tries is manifested in the two other centres of 
rivalry. 

Mutual investment of capital has become 
one of the principal factors of interdep¬ 
endence and levelling of industrially devel- 
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oped capitalist countries and, at the same 
time, a sphere of acute competition between 
them. 

The United States is the biggest investor 
in the capitalist world. US corporations ac¬ 
count for around 47 per cent of the total sum 
of direct foreign investments of capitalist 
countries. From 1967 to 1981 the total had 
grown from $50,400 million to $227,300 
million. Thus, in the most important param¬ 
eters of foreign entrepreneurship US monopo¬ 
ly capital has much higher indices than in the 
share of national industrial production and com¬ 
modity exports in the total volume of these in¬ 
dices among all the capitalist countries. The 
establishment of foreign branches and sub¬ 
sidiary companies has become one of the 
important spheres of activities of big US 
corporations virtually in all the leading 
industries. The organisation of a ramified 
system of industrial enterprises abroad has 
become in the postwcu: period the main weap¬ 
on of US monopolies in the struggle for world 
markets. It was in the United States 
that a specific organisational form of inter¬ 
national monopoly, the transnational cor¬ 
poration (TNG), emerged. It bases its produc¬ 
tion on a large-scale intercountry diversi¬ 
fication of the production process and appro¬ 
priation of surplus value by national monopo¬ 
ly capital of the country of origin. The Unit¬ 
ed States’ biggest monopolies have become 
TNCs. For instance, in the seventies, over 
two-thirds of US foreign investments were 
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concentrated in the hands of less than 200 
corporations. 

The strong position of US monopoly capi¬ 
tal in the sphere of international entrepre¬ 
neurship has ensured for it not only enormous 
possibilities for gaining superprofits at the 
expense of exploiting labour in various re¬ 
gions of the capitalist world, but also en¬ 
abled it to establish control over raw mate¬ 
rial and energy resources, as well as over 
considerable loan capital. The imposing 
scale of international entrepreneurship pro¬ 
vided vast opportunities for US monopoly 
capital in the fifties and sixties to manoeu¬ 
vre in various market conditions in individ¬ 
ual countries and regions prompted by asyn¬ 
chronous cyclic development prior to the 
mid-seventies. The seizure of productive 
and financial assets in Canada, Western Europe 
and a number of other countries became an 
important form of expansion of US monopoly 
capital in that period. In the final analysis, it 
was to the attainment of this goal that all the 
means of direct and indirect support for the 
economic expansion of US monopolies by the 
state were subordinated. Business abroad 
became not only a source of enormous profits 
and the financial might of US monopoly 
capital, but also one of the main factors of 
aggravation of contradictions between the 
United States and its partners. A vivid example 
of this is the expansion of US monopolies in 
Canada. 

Direct private investment in that country 
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exceeded $46,000 million by the end of 
1981. Canada had long held first place among 
aU the capitalist countries in this field. 

US monopolies concentrate in their hands 
around 70 per cent of all foreign investments 
in Canada, a country with the most abundant 
energy and raw material sources on the Amer¬ 
ican continent. They control a sizeable part 
of Canadian oil and gas deposits, and 58 per 
cent of the entire Canadian manufacturing 
industry. 

The above figures show both Canada’s 
importance to the US monopolies and the 
extent of its dependence on US capital. How¬ 
ever, it is only in a very relative sense that 
one can speak of a united US-Canadian eco¬ 
nomic complex. Despite a high degree of 
interdependence of the national economies of 
the two countries in recent years, especially as 
a result of the energy crisis, relations between 
them are characterised by a clear-cut trend 
towards the aggravation of contradictions. This 
applies above all to their joint efforts at de¬ 
veloping Canada’s oil and gas resources. The 
United States tried to impose on its northern 
neighbour a so-called policy of continental 
partnership in developing energy resources 
which in fact would mean a greater influence 
of US capital. Such an idea, however, not only 
failed to gain the support of Canada but caused 
counteraction aimed at protecting the coun¬ 
try’s national interests, including the imposing 
in early 1974 of restrictions on the export of 
liquid fuel and a price rise for exported oil and 
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gas. This trend was also reflected in the friction 
between the United States and Canada on the 
question transportation of oil from Alaska. 

Of course, these facts should not be over¬ 
emphasised, for they by no means elucidate 
the process of Canada’s real emancipation 
from the rule of US capital. US monopolies 
continue to regard and use this country as a 
plentiful source of fuel and energy. To a 
certain extent, the interests of US and Canad¬ 
ian monopolies still overlap. In this respect 
Canada may be said to belong in the US corner 
of the “big triangle”. 

In the sphere of international entrepren¬ 
eurship, the most elaborate intermingling i 
of capitals and, at the same time, the most 
intense competition are taking place between 
the United States and West European coun¬ 
tries. I 

In 1979 direct US investments in Western 1 
Europe reached $81,500 million, or 42.3 per 
cent of all direct US investments abroad.! 

Western Europe has been accorded a speci¬ 
al place in the investment strategy of US mo¬ 
nopolies. In the sixties and seventies, growth 
rates for US assets were highest of all in West¬ 
ern Europe. In 1960, total direct US invest¬ 
ments abroad amounted to $31,900 million 
with Western Europe accounting for $6,700 
million (21 per cent), Canada for $11,200 mil¬ 
lion (35.1 per cent), and Japan for $300 mil¬ 
lion (0.8 per cent). Of the $226,300 million 

! Survey of Current Business, August 1980, p. 24. 
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invested by the US abroad in 1981, Western 
Europe accounted for $101,500 million, or 
over 44 per cent; Canada, for $45,100 million, 
or almost 20 per cent; and Japan, $6,800 
million, or nearly 3 per cent. 

Thus, whereas in 1960 direct US investments 
in Canada were almost double those in Western 
Europe, by the end of the previous decade 
the situation had considerably changed. In 
1981 direct investments in Western Europe 
were more than double those in Canada. At¬ 
tempts to consohdate its position in produc¬ 
tion bridgeheads in West European countries 
and be integrated in their economic structure 
has been the main feature of US economic 
strategy. It would be wrong to assess the im¬ 
portance and role of US investments in West¬ 
ern Europe solely by aggregate indicators. 
Their structure has been decisive. Direct in¬ 
vestments, which provide US corporations 
the opportunity to gain complete control 
over respective enterprises and companies, 
make up the bulk of US private investments 
in Western Europe. 

US investments are concentrated chiefly 
in the most rapidly growing and science¬ 
intensive industries—in electronics, the chem¬ 
ical industry and durable goods production. US 
investors show considerable interest 
in the oil and petrochemical industries of 
West European countries. 

An important factor of the penetration 
of US capital into Western Europe is the tech¬ 
nological superiority of US corporations and 
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their use of this advantage for establishing con¬ 
trol over production of a number of products 
and for making a number of leading branches 
of the Common Market countries techno¬ 
logically dependent. This explains to a cer¬ 
tain extent the comparative lightness with 
which West European countries treated the 
inflow of US capital. Attempts to make use 
of up-to-date technologies and improve on 
this basis the efficiency of production and com¬ 
petitiveness on the world markets helped 
quell efforts to oppose the intrusion of US 
capital at the EEC level or at the national 
4 level. 

Cheaper and at the same time skilled labour 
and wide-open markets were among the im¬ 
portant factors promoting the flow of US cap¬ 
ital to Western Europe. The relatively favour¬ 
able economic conditions in the West European 
countries in the fifties and sixties played a 
certain role in enhancing the interest of US 
investors in Western Europe. High econom¬ 
ic growth rates and less frequent slumps in 
production were no less important features 
in the plans of US investors with respect to 
the Common Market countries. The 1974- 
1975 crisis and the subsequent comparati- < 
vely slow recovery of the West European 
economies noticeably weakened the effect I 
of this factor. In the mid-seventies it became | 
obvious that West European countries were no j 
longer the refuge where it was possible to wait 
until cyclic slumps in the United States would j 
be over. The conditions for investment of US i 
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productive capital in Western Europe seriously 
changed also as a result of the energy and raw 
material crises. Since the accessibility and cost 
of energy resources in the West European coun¬ 
tries were less favourable than in the United 
States, this affected production costs of US 
overseas companies. 

Social and political factors connected with 
the increased frequency and scope of strikes, 
more vigorous trade unions, the swelling of the 
mass movement in support of nationalisation, 
etc., increasingly influence the activities of US 
transnationals in Western Europe. The suc¬ 
cesses of the working class in several Common 
Market countries in the struggle for higher 
wages contributed to a considerable narrowing 
of the gap between labour costs in the United 
States and Western Europe. 

The conditions for investing US capital ab¬ 
road also underwent changes as a result of the 
failure of the Bretton-Woods system and the 
switchover to so-called floating currencies. 
The higher rate of exchange of the US dollar 
existing in the context of fixed parities provid¬ 
ed more favourable conditions for US inves¬ 
tors abroad (for more details see Chapter IV). 

All this shows that the conditions for the 
expansion by US monopolies in the West 
European countries have been considerably 
deteriorating since the mid-seventies. The 
growing competition offered by European 
monopolies adds to this. Fortune magazine, 
comparing the seventies with the first years 
after the Second World War, wrote: “When 
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the first US multinationals went abroad, 
there were few competitors—either local or 
multinational—to challenge them. But this 
situation soon changed dramatically.”^ In 
1963, two-thirds of the world’s hundred largest 
transnationals were US. By 1979 their share 
had dropped to less than one-half.^ 

Along with the above factors, the tightening 
competition from West European monopo¬ 
lies demonstrates that the period of expan¬ 
sion by US companies abroad has come to an 
end. This has prompted US transnationals 
to reconsider their attitude to investments in 
( Western Europe which has resulted in a consid¬ 

erable slowing down of the flow of direct 
investments from the United States to the EEC 
countries, and in a number of cases in liqui¬ 
dation of US overseas branches. For instance, 
in 1978 Chrysler Corporation sold off its 
overseas holding to Peugeot. In 1971 Uniroyal 
began to divest itself of its holdings in West 
Germany and some other EEC countries 
because of more strident competition, and 
Monsanto, a well-known US firm, declared in 
1979 that it has halted production of nylon in 
Western Europe. Western Europe on the whole 
remains a major region of foreign activities of 
transnationals and banks. The absolute size of 
US investments continues to grow, although 
more slowly than before. Correspondingly, the 
profits which US monopoly capitalists reap 

1 Fortune, August 1977, p. 112. 

2 Business Week, April 27, 1981, p. 14. 
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through exploitation of the working people of 
Western Europe swell. 

US state-monopoly circles seek to compen¬ 
sate for the deterioration of the conditions for 
investing capital in Western Europe by in¬ 
tensifying their activities in making use of 
their positions in industry and the infrastruc¬ 
ture, as well as in the loan capital markets for 
attaining the goals of not only economic, but 
also military and political expansion and sub¬ 
jugation of their competitors. An example 
of this is the attempts by the Reagan Adminis¬ 
tration to use certain branches of US corpora¬ 
tions in Western Europe to hamper the mu¬ 
tually advantageous economic cooperation be¬ 
tween West European countries and socialist 
states, mainly the Soviet Union. (For more 
detail see Chapter VI.) 

The difficulties and problems which US cap¬ 
ital is facing in the course of its expansion 
in Western Europe show the small choice 
of options the US financial oligarchy has in 
the world today. 

The development of the two centres of capi¬ 
talism on both sides of the Atlantic has become 
still more uneven as signified also by the 
growth of West European investments in the 
United States. 

A number of factors has contributed to the 
surge in the flow of foreign capital into the 
United States, including above all the expand¬ 
ed financial resources and production capac¬ 
ities of the largest monopolies, mainly within 
the EEC, which was a direct consequence of 



















the intensive process of concentration and cen¬ 
tralisation of capital. 

An important incentive for the intrusion of 
West European monopoly capital in the Ameri¬ 
can continent was the desire to penetrate the 
vast US domestic market, evade protectionist 
barriers and establish production branches in 
the United States itself. The most potent Eu¬ 
ropean corporations regard their invasion of 
the North American continent as an important 
condition for asserting themselves in a world 
divided up by international monopolies. 

The energy and raw material crises in the 
capitalist world have in no small measure con¬ 
tributed to the penetration of foreign capital in 
the United States. Among other factors, the 
availability of comparatively cheaper and more 
accessible energy resources provided a great 
incentive for large West European and Japan¬ 
ese TNCs to set up branches in the United 
States. 

The switchover to floating exchange rates, as 
well as a sharp devaluation of the dollar against 
the West German mark, the Swiss franc, the 
Japanese yen and other currencies between 
1976 and 1979 made foreign investments in 
the United States more profitable. The latter 
circumstance reflects another, very important 
long-term trend—the diminishing strength of 
the United States in world monetary matters. 
(For more details see Chapter IV.) 

In 1982 West European direct capital in¬ 
vestments in the US totalled $68,500 mil¬ 
lion; the Common Market countries account- 






ed for $61,200 million. 

In 1979 the Netherlands was the leading 
investor among West European countries in 
the US economy, accounting for almost 25 
per cent of all foreign investments in the Unit¬ 
ed States. In 1982 the United Kingdom took 
the lead. Dutch capital has made giant inroads 
in the US oil and petrochemical industries. 
Its participation in those branches is in close 
cooperation with British capital. West Ger¬ 
man monopolies have displayed especially 
vigorous activity in boosting their direct 
investments in the US economy. They wide¬ 
ly revert to the buying-up of shares of exist¬ 
ing companies and the construction of new 
enterprises. In 1973, for example, Siemens 
bought up the majority shareholdings of Com- 
putest, headquartered in New Jersey. The 
West German concerns BASF, Bayer and 
Hoechst AG built in the United States a 
number of enterprises for manufacturing 
varnishes, dyes, plastics, butane, acrylic acid 
and pharmaceuticals, among others. The 
boards of these firms do not conceal their 
intentions to create a serious challenge to 
US-made chemical products in the US domestic 
market. In explaining the growing invest¬ 
ment activities of his company in the Uni¬ 
ted States, Gerhard Dittmar, Bayer’s finan¬ 
cial officer for the United States, pointed out: 
“The US is a place where a company can test 
its mettle in competition with companies from 
all parts of the world... You can’t be some¬ 
body in the chemical industry in the long run 
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without competing in the US.”* Apart from 
the above-mentioned “big three”, other West 
German chemical companies, suchasDEGUSSA, 
Boehringer Ingelheim, Boehringer Mannheim 
and Sobering, have penetrated the United 
States on an expanding scale. Industrial com¬ 
panies from other branches in West Ger¬ 
many have also spread their activities to the 
United States. For instance, in the late sev¬ 
enties, Volkswagen began to build a produc¬ 
tion plant in the United States. 

Along with investors from other capitalist 
countries. West German companies bought up 
parcels of US real estate on an increasing scale, 
particularly in Virginia and North Caroli¬ 
na. 

The seventies were also marked by a notice¬ 
able intensification of overseas investment 
activities by the biggest monopolies of other 
West European states. French capital, in 
particular, has greatly expanded its opera¬ 
tions in the United States. The French firms, 
Pechiney Ugine Kuhlmann, Michelin and 
St.-Gobain-Pont-a-Mousson, among others show 
a growing interest in investing in the US. Total 
Petroleum of North America, controlled by 
Compagnie Frangaise des Petroles, has in recent 
years bought up a number of oil companies in 
the United States and Canada.2 

In the seventies, US banks were faced by 
a mounting flood of foreign capital. In 1973, 

* Business Week, August 1, 1977, p. 72. 

^ Business Week, July 4, 1977, p. 30. 




the assets of US banks taken over by foreign 
investors totalled $3,200 million; by 1974 
this total had risen to $3,800 million, in 1975 
$2,200 million, they were $700 million in 
1976, $900 million in 1977, $3,500 million 
in 1978, and $12,600 million in 1979.^ In 
addition, at the beginning of the eighties for¬ 
eign banks had around 300 branches and 
agencies of their home offices in the United 
States.2 Although the United States and West¬ 
ern Europe remain the principal partners and 
chief competitors, Japan is becoming increas¬ 
ingly important as an exporter of capital. 
From 1960 to 1978 Japanese direct invest¬ 
ments increased 89.3 times, whereas during the 
same period US direct investments grew 5.3 
times and those of all the West European 
countries 7.4 times. Japanese overseas invest¬ 
ments grew especially rapidly in the seventies 
and early eighties. From 1973 to 1982 direct in¬ 
vestments of Japanese firms increased from 
$3,600 million to $50,000 million. Accord¬ 
ing to forecasts, this figure will reach $150,000 
million by the end of the current decade.^ 

Japan’s emergence as a major international 
investor is an important factor of its becoming 
a centre of imperialist rivalry. 

Before the crest of the sixties, capital ex¬ 
ports played only a small role in Japan’s eco- 

* U. S. News & World Report, August 11, 1980, 
p. 65. 

2 Ibid., p. 64. 

3 Newsweek, February 28, 1983, p. 34. 
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nomic expansion. Its industrial circles concen¬ 
trated their efforts on the struggle for world 
commodity markets. Comparatively cheap 
labour at home and relatively low world raw 
material and energy prices provided favour- . 
able opportunities for this. By that time, 
however, it had already been obvious that i 
capital exports could not long remain in the ; 
background of Japan’s economic expansion. 
According to internal logic of the expansion 
of monopolies, at a certain point export of 
capital had to turn into one of the most 
important conditions for Japan to firmly 
establish itself in the world capitalist econom¬ 
ic system. Accelerating this process were a 
sharp jump in fuel, energy and raw material 
prices in the early seventies; the intensifica¬ 
tion of protectionist measures in many capi¬ 
talist countries; growing labour costs and the 
worsening of ecological problems in Japan 
itself. All these factors brought about a need 
to restructure the Japanese economy. Accord¬ 
ing to Toshiwo Doko, President of Japan 
Federation of Economic Organisations, the 
meaning of this restructuring was to “estab¬ 
lish a new mode of international division of 
labour with the other industrialised coun¬ 
tries and the less developed nations’’.* The 
major realms of this reorganisation emerged 
in the early seventies. They included a Ca¬ 
rnatic increase of overseas investments with 
a view to gaining access to raw material and 

* Business July 25, 1977, p. 20. 
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energy sources and gradual transfer abroad 
of labour-, capital- and energy-intensive en¬ 
terprises, as well as those which were unde¬ 
sirable to keep in Japan from an ecological 
standpoint. Amid a trend of growing pro¬ 
tectionism in the industrialised capitalist 
countries, exporting productive capitd and 
organising branches in competitor countries 
became greatly important to the Japanese 
for avoiding various import restrictions of 
Japanese goods. All of this brought to the 
fore the task of increasing the export of pro¬ 
ductive capital to both the industrialised and 
developing countries. 

The new overseas investment strategy of 
Japanese industrial and financial circles provid¬ 
ed for a large-scale geographic diversification 
of their investments. 

The foreign assets of the major Japanese in¬ 
dustrial corporations are still small in compar¬ 
ison with the overseas assets of the leading 
US and West European companies. But Japan 
outpaces the United States and the EEC in 
the growth rate of its foreign assets. 

The expansion of the Japanese monopolies’ 
overseas investment activities has a number 
of important features. Japanese businessmen 
seek to be as flexible as possible in adapting 
to the specific conditions of the recipient 
countries. This strategy is most clearly mani¬ 
fested in a number of developing countries in 
which Japanese capitalists show great inter¬ 
est. This especially applies to gaining access 
to raw materials and energy sources. A major 
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role in the international entrepreneurship of 
Japanese capitalists is played by powerful 
Japanese trading firms which not only set 
up a ramified buying and selling network ab¬ 
road but are also engaged in financial opera¬ 
tions and implement a number of production 
projects. 

In seeking to more deeply implant them¬ 
selves in the economies of other countries, 
Japanese monopolies make wide use of various 
forms of cooperation with local capitalists. 
For instance, Mitsui, Mitsubishi and Sumitomo 
extract Canadian copper ore jointly with 
Bethlehem Copper. Japanese monopolies that 
use more flexible forms of penetration into 
the economies of other countries try to create 
an impression of greater loyalty to the local 
national conditions as compared with the big¬ 
gest US and West European transnationals. 
The end goal of such a tactic is to reduce to 
a minimum the resistance of the recipient 
countries to the multinationals. 

An important direction of the Japanese cor¬ 
porations’ strategy to gain a firm foothold in 
the economic system of the West is their in¬ 
vestment activities in the industrialised coun¬ 
tries of North America and Western Europe. 
The invasion of their competitors’ production 
structure has taken on special significance amid 
spreading protectionism aimed at Japanese 
goods. This can be seen very clearly by the ex¬ 
pansion of Japanese investments in the Unit¬ 
ed States. Before the seventies the overwhelm¬ 
ing majority of Japanese assets in that coun- 
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try were invested in trade, tourism, insurance 
and banking. In the seventies and early eight¬ 
ies, however, Japanese electrical engineering, 
automotive, steel-making and other firms 
began an active penetration of the United 
States. The establishment of marketing branches 
serving as strongpoints to enable Japanese 
corporations to gain a foothold in the US 
market has become an important element of 
the strategy of penetrating the US production 
and market structure. Nippon Electric, a lead¬ 
ing Japanese computer-ware firm, opened 
a marketing company in Lexington, Mass., 
in which it has controlling interest. This com¬ 
pany, which specialises in selling computers, 
became the first Japanese-owned company 
in the United States. “A classic instance came 
after the US imposed quotas on Japanese col¬ 
our TV imports in 1977. Sony Corp. and 
Matsushita Electric Industrial Co., which al¬ 
ready had US plants, quickly expanded their 
US production, and five other Japanese TV 
makers plunged into manufacturing ventures 
in America. Japanese colour TV exports to 
the US have dropped from 3 million units in 
1976 to fewer than 700,000 last year, but 
Japanese production here is now triple that,” 
writes Business Week. I 

After Japan in 1981 gave in to US pressure 
to “voluntarily” limit exports of cars to that 
country, Japanese C 2 ir makers stepped up then- 
investment activities through invading the US 

^ Business M'eeA, June 16, 1980, p. 97. 

1 ^^ 7-1039 
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market from “inside”. Honda and Nissan Mo¬ 
tors built their own plants in the US. In early 
1982 Toyota signed an agreement with Gener¬ 
al Motors to coproduce in the US about 200,000 
cars with Japanese modifications.i 

Spokesmen for Japanese corporations do not 
make it a secret that in the near future export 
of capital will become a major weapon in the 
struggle for markets in North America and 
Western Europe. 

Japanese big business has displayed interest 
in helping to tap US raw material and energy 
resourses. For example, since the late sixties 
ffr Japanese firms have taken part in developing 

i Alaska’s natural resources. 

Already now the growth of Japanese in¬ 
vestments in the United States creates a meas¬ 
ure of friction in the relations between the 
two countries. Washington showed its dissatis¬ 
faction with the growing interest of Japanese 
investors in infrastructure facilities, which 
increases the size of foreign holdings but does 
not result in greater employment of local 
labour. However, the principal reason for 
Japanese-US antagonism on this issue is that 
the penetration of Japanese business interests 
directly into the United States’ production and 
marketing spheres dramatically bolsters the 
competitive position of Japanese monopolies 
on the US domestic market. The situation is 
aggravated by the fact that, in spite of the lib¬ 
eralisation of foreign investment regulations in 

' Newsweek, February 28, 1982, pp. 33, 35. 
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Japan,their actual access, especially in the form 
of direct investments, faces serious obstacles. 
This is most keenly felt by US capital, which 
shows the greatest interest in increasing its 
direct investments in the Japanese economy. 

The prospect of Japan greatly expanding 
its role as an international investor in the next 
few years does not mean an equal widening of 
the opportunities for the influx of capital 
from other states into the Japanese economy. 
The reasons lie not only in Japan’s regulatory 
policies but also in a number of objective 
factors, such as economic problems, Japan’s 
dependence on imports of raw materials, fuel 
and energy, high inflation rates, and the grow¬ 
ing cost of labour, among others. 

All this means a further aggravation of the 
struggle in foreign entrepreneurship. Although 
the United States remains the leading investor 
in the capitalist world and its principal financial 
exploiter, fundamental shifts have occurred in 
the balance of power within international 
business. More intensive exports of capital 
from the Common Market countries and its 
more active penetration into the economy of 
North America and other capitalist states 
suggests that a near balance is being reached in 
this field. The more active strategy in foreign 
investments of Japan’s state-monopoly circles 
should also be regarded as a manifestation of 
the same trend. The time of US domination of 
international investment activities has come to 
an end. US monopoly capital has been forced 
to seriously deal with growing urgency, the rap- 
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idly mounting competition from West Eu¬ 
ropean and Japanese monopolies in interna¬ 
tional business. 

Of course, it would be wrong to belittle 
the power of US capital for it rests not only 
on enormous productive assets and a vast 
scientific and technological potential, but 
also on positions which it retains in the curren¬ 
cy and financial sphere of contemporary capi¬ 
talism, as well as in control over raw material 
resources. The struggle in the sphere of inter¬ 
national business between monopoly group¬ 
ings of the three centres of imperialism does 
not preclude, but, on the contrary, presup¬ 
poses an intricate system of compromises. 

The competition between US, West Europe¬ 
an and Japanese investors is a clear manifes¬ 
tation of the economic division of the world 
between capitalist alliances. As Lenin pointed 
out, the basis of this division is that “the de¬ 
gree of concentration which has been reached 
forces them to adopt this method in order to 
obtain profits”.! 

4. Trilateral Strategy: 

Search for Solutions. 

A New Web of Contradictions 

The centrifugal trend in relations between 
imperialist states that makes up the basis 
of the emergence of the three centres of im¬ 
perialism does not mean that they are in- 


! V. I. Lenin, Collected Works, Vol. 22, p. 253. 



creasingly being isolated from one another 
or that there have appeared economic com¬ 
plexes of the autarkic type. Should the devel¬ 
opment of the three centres of competition 
in the contemporary capitalist society take 
place according to the principle of “diverging 
world”, this would mean a prerequisite for 
a certain fade-out of contradictions between 
them or a settlement of contradictions in more 
primitive forms. A specific feature of the rela¬ 
tions within the “big triangle” is that the acute 
competition between its members is taking 
place amid the growing complexity of ties on 
the basis of inter-penetration and close inter¬ 
mingling of their capitals, a deepening of 
specialisation and cooperation in production, 
exchange of scientific and technical informa¬ 
tion, and so forth. The crisis of the seventies 
and eighties vividly showed that isolated ef¬ 
forts to combat unemployment, inflation, 
and to solve fuel, energy and raw material 
problems are doomed to failure. Capitalists 
believe they must coordinate their activities 
also in other fields which are of vital impor¬ 
tance for their survival, for instance, in their 
relations with the developing world. 

All this explains why in recent years govern¬ 
ment, business, and financial circles in the Unit¬ 
ed States, Western Europe and Japan have 
intensified their efforts to coordinate their 
activities which not only would be effective 
in an economic crisis, but would be stable and 
comprehensive. The United States has initiated 
a number of measures in this direction. 
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The formulation and advancement of the 
so-called trilateral strategy is a reflection of 
the new balance of power in the capitalist 
world and the impossibility for Washington 
of ignoring the growing strength of its West 
European and Japanese competitors. On the 
other hand, the United States’ initiatives in 
the organisation of trilateral cooperation have 
become an expression of its desire to main¬ 
tain control over the development of relations 
between the three centres of competition. 
The US initiatives were prompted by the 
desire to prevent the downfall of the United 
IK States’ leading role among the trilateral coun- 

. i tries and ensure for itself direct or indirect say 

in the drawing up of key concepts of their 
economic and foreign policies. 

A prominent member of the US Council 
on International Relations, William Diebold, 
wrote in 1975: “Much has been said since 
the end of the Kennedy Round about the 
changed distribution of power and the impos¬ 
sibility of the United States’ any longer pro¬ 
viding the kind of leadership that had shaped 
the postwar world economy. This correct 
diagnosis was often taken to support the false 
conclusion that, therefore, there could be no 
effective American leadership at all. The new 
situation opens new possibilities.’’* To realise 
the idea of the “big triangle” a number of 

* The World Economic Crisis, Ed. by William 
P. Bundy, W. W. Norton & Co., Inc., New York, 
1975, p. 164. 
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organisational measures were worked out and 
implemented. 

The formation in 1973 of the Trilateral Com¬ 
mission was of great significance to the coor¬ 
dination of efforts among the trilateral states. 
The body, of a semi-official status, is made up 
of leading figures in industry and finance, 
politicians, scientists and journalists of the 
United States, Western Europe and Japan. 
For instance, the United States was represent¬ 
ed in the commission by President of the 
Chase Manhattan Bank Rockefeller and mana¬ 
gers of such major banks and industrial corpo¬ 
rations as the Bank of America, Lehman 
Brothers, Hewlett-Packard, Exxon, Sears Roe¬ 
buck, and others. 

Western Europe was represented in the 
commission by a well-known French political 
leader Raymond Barre, the Chairman of the 
Board of Directors of the Thyssen concern, 
Hans-Gunter Sohl, the Chairman of the Fe¬ 
deration of Economic Organisations of Japan 
Toshiwo Doko, and others. 

In recent years the problems of “trilateral 
cooperation” have been increasingly in the 
centre of attention in the form of various 
unofficial and semi-official meetings between 
representatives of industry, finance and acade¬ 
mia from the United States, Western Europe 
and Japan. For instance, a meeting was held 
in November 1976 in the United States or¬ 
ganised by the Brookings Institute, the In¬ 
stitute of World Economy in Kiel, West Ger¬ 
many, and the Institute for Studying the 
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Economic Problems of Japan. The main topic 
of the debate was the questions of interde¬ 
pendence of the three centres of capitalism in 
the conditions of post-recession recovery. The 
participants in the meeting reached consensus 
on the need for West Germany, the United 
States and Japan to pursue a policy of eco¬ 
nomic stimulation as a prerequisite for im¬ 
proving the economic situation in other indust¬ 
rially advanced and developing countries. 

The issue of coordinating the economic pol¬ 
icies of the major capitalist countries had be¬ 
come especially acute as a result of the grave 
If;. crises of the seventies. Their urgency was more 

r ■ J than once pointed out on both sides of the 

' Atlantic. Bundesbank President Karl Otto 

« Pohl, in a speech delivered in April 1977 at the 

Kiel Institute of World Economy, spoke about 
the need to work out coordinated measures 
for stimulating the economy. He said that re¬ 
gulation of demand should be regarded not 
from the point of view of the national scale 
but as the resultant force of coordinated 
efforts, at least of the leading industrial states.^ 
A conference attended by managers of more 
than 250 major corporations and banks of the 
United States and Western Europe was held in 
Zurich in the autumn of 1976, sponsored by 
the Conference Board, a US organisation for 

* ¥>..O.V6\i\,Probleme der internationalen Wahrungs- 
und Wirtschaftspolitik. Kieler Vortrage gehalten im 
Institut fur Weltwirtschaft an der Universitdt Kiel, 
J. C. B. Mohr (Paul Siebeck), Tubingen, 1977, p. 4. 
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business research. Many participants in the 
conference, including Edward Pdmer, Chair¬ 
man of First National City Bank, expressed 
their concern over the unfavourable state 
of the Western economies. They said they 
saw a way out of the situation in strengthening 
contacts between the major capitalist coun¬ 
tries. A proposal was made at the conference 
to establish a body for three-sided collective 
control with the participation of representa¬ 
tives of Western Europe, Japan and the Unit¬ 
ed States, with the latter playing the leading 
role. According to representatives of big 
business, this body should work out meth¬ 
ods for efficient coordination of the econom¬ 
ic policies of the three centres of capitalism. 

The annual conferences of leaders of the ma¬ 
jor Western states have come to play an impor¬ 
tant part in the establishment of contacts be¬ 
tween the United States, Western Europe and 
Japan, along with various semi-official bodies 
for three-sided cooperation. The first confer¬ 
ence took place in November 1975 in Ram- 
bouillet, outside Paris. It was attended by the 
leaders of the United States, Japan and of four 
EEC countries—West Germany, Britain, France 
and Italy. The main items on the formal agenda 
of the conference of the “six” were a dis¬ 
cussion of the economic situation in the 
West, ways for settling currency problems, the 
state of world trade, and some other issues. 
The “six” failed to work out more or less ef¬ 
fective measures on improving the economic 
situation in their countries. The participants 
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in the conference managed to reach certain 
compromises in the field of currency and fi¬ 
nancial problems. (For more details see Chap¬ 
ter IV). 

Questions related to solving energy woes, 
as well as the working out of a strategy towards 
oil-producing and developing countries figured 
prominently on the agenda of the conference 
of the “six”. The question of overcoming ener¬ 
gy problems went behind economic consider¬ 
ations. Both before the Rambouillet con¬ 
ference and in the course of it, as well as later 
on, the US ruling circles took most active 
steps to use the conference as an instrument 
for unifying the West under the aegis of the 
United States. However, whereas on the whole 
the idea of joint action did not result in more 
or less serious differences, its concrete im¬ 
plementation became an object of acute con¬ 
tradictions. 

A second, similar conference took place in 
Puerto Rico in June 1976. It was also attend¬ 
ed by Canadian representatives. In the sarne 
way as the previous conference, it showed that 
the declaration of unity of goals and their ac¬ 
tual attainment were not one and the same 
thing. For instance, one of the important tasks 
which in the declaration of the conference 
participants was characterised as effective con¬ 
trol over the transition to growth became a 
point of dispute with regard to the concrete 
contribution which the participants had to 
make. Since the increase in investments runs 
a risk of another outbreak of inflation, the 




question arose as to who should be the first 
to take initiative and bring about a new eco¬ 
nomic upsurge. 

The third conference of the leaders of the 
industrially developed capitalist countries took 
place against the background of acute differ¬ 
ences on various issues. The conference, held 
in London in May 1977, was attended by the 
leaders of the “seven”, as well as by the Chair¬ 
man of the Commission of European Commu¬ 
nities representing the interests of the Common 
Market. In summing up the results of the Lon¬ 
don Conference, the International Herald 
Tribune wrote: “The ringing pledge to lift 
the world out of its worst economic recession 
since the 1930s came at the end of a seven- 
nation meeting in a communique that pretend¬ 
ed to answer all questions except the most 
important: ‘When?”’i 

The next conference of the “seven” was 
held in 1978 in Bonn, where the same issue of 
achieving stable and long-term growth was 
at centre stage. At the next conferences, in 
Tokyo in 1979 and in Venice in 1980, along 
with other problems, of special importance 
were the questions of coordinating the 
energy policy of the leading industrial states 
of the West. Although the participants in these 
conferences did succeed in working out meas¬ 
ures to lessen the dependence of the national 
economies on foreign oil, the solution of this 
problem involved serious differences. The 

* International Herald Tribune, May 12, 1977, p.6. 
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currency and financial problems connected, 
above all, with the consequences of the Unit¬ 
ed States’ discount policy which were de¬ 
structive for the Western countries were espe¬ 
cially prominent at the conferences of the 
“seven” in Ottawa in 1981 and in Versailles , 
in 1982. For US partners, these discussions 
were virtually fruitless. The US was adamant 
in not making any concessions to the other 
participants in the conferences. Although 
origin^ly the conferences of the “seven” were > 
meant to consider mainly economic questions, 
in recent years the discussion of military and 
political problems has taken on ever growing 
importance. Especially typical in this respect 
was the conference of the leaders of the seven 
major capitalist states in Williamsburg in May 
1983. The participants paid special attention 
to military questions. US and NATO plans for 
deploying new US missiles in Western Europe 
were approved at the conference. This was a 
manifestation of the leading capitalist states’ 
ever deeper involvement in the implementation 
of Washington’s global plans directed against 
the forces of peace and socialism. 

The conference vividly showed the United 
States’ desire to consolidate its leading role in 
the three-sided strategic alliance between the . 
major capitalist states on the basis of the 
aggressive North Atlantic bloc. The conference 
in Williamsburg and its pronouncements 
showed once again that the trend towards 
unity in the relations between imperialist 
countries was ever more manifested in the 
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military and political sphere. This trend was 
manifest also at the summit meeting of the 
biggest capitalist states held in June 1984 
in London. Pressed by Washington, the par¬ 
ticipants in the meeting rubber-stamped the di¬ 
rectives running counter to the interests of 
detente, disarmament and peace. However, 
the conference once again demonstrated the 
economic contradictions in the West. This 
was above eJI manifested in the inability of 
the leaders of the “seven” to find an answer to 
the currency and financial crisis, inflation and 
unemployment. The US allies failed to gain con¬ 
crete commitments from the US President 
to change US economic policy which is dam¬ 
aging to the allies. 

The results of the Trilateral Commission 
and the annual conferences of the leading 
capitalist states testify that these conferences 
do play a role in developing the strategy 
of imperialism in those spheres and within 
those limits where the class interests of monop¬ 
oly capital of the three centres of rivalry 
coincide. Yet, these forums cannot lessen 
the pull of the centrifugal trend in the rela¬ 
tions between imperialist states, nor can 
they eliminate the competition between 
monopolies for markets, sources of raw ma¬ 
terials and the spheres of application of cap¬ 
ital, i.e., the basis on which the struggle bet¬ 
ween transnational groupings of US, West 
European and Japanese finance capital is tak¬ 
ing place. Attempts at making compromises 
in interstate relations only reflect the balance 
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of power at a specific point in time, a bal¬ 
ance which is inevitably changing. In spite 
of the possibility of such temporary and 
partial agreements between the groupings 
of transnational business, not a single group¬ 
ing is willing to sacrifice its profits and priv¬ 
ileges. Hence the impossibility of developing 
a mechanism for curbing the anarchy in rela¬ 
tions between the centres of rivalry among 
imperialist states and, correspondingly, for 
establishing effective cooperation between 
states. 





Chapter III 

THE STRUGGLE TO RECARVE WORLD 
MARKETS 


1. New Forms of Protectionism 

The struggle waged by the three rival centres 
for sales markets is today paralleled by the 
aggravation of antagonisms that are inherent in 
the world capitalist economy. At the contem¬ 
porary stage of capitalism, the way in which 
trade develops graphically illustrates the con¬ 
tradictory nature of economic internationalis¬ 
ation. At the end of the scale, the growing 
interdependence of industrialised capitalist 
countries makes it objectively necessary to 
liberalise trade conditions and to lower, and 
in certain cases lift altogether, barriers that 
impede trade links and the implementation 
of the principles of the world capitalist divi¬ 
sion of labour. At the other end, the trend to¬ 
wards protectionism is becoming more pro¬ 
nounced amid a sharpening of the competitive 
struggle waged by monopolies of different 
countries, especially during times of world 
capitalist economic crisis. By force of their 
very nature, monopolies, while going out to 
expand their exports, are at the same time 
interested in imposing mciximal restraints on 
imports of competitive goods from abroad. To 
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achieve that, they are extensively making use 
of the bourgeois state, as well as of all levers of 
trade policies. 

The clash between these two trends is seen 
in the gradual, though extremely uneven, les¬ 
sening of tariff protectionism and in going over 
to its far more flexible, selective, and at the 
same time more effective, forms, i.e., to non¬ 
tariff barriers. 

Customs barriers have been lowered in the 
postwar period by stages, which were largely 
determined by the corresponding rounds of 
negotiations within GATT (the General Agree¬ 
ment on Tariffs and Trade). The first six 
rounds were conducted during a relatively fa¬ 
vourable period in the development of the 
« world capitalist economy (from the late for- 

g; ties to the second half of the sixties), character- 

Cf ised by comparatively high growth rates in pro¬ 

duction and in particular in international 
commodity turnover. That explains why each 
round of negotiations resulted in lower trade 
barriers. The smaller role of tariff protection¬ 
ism is also to a large extent due to the fact 
that, aside from objective requirements root¬ 
ed in the internationalisation of economic 
life, customs barriers became less important as 
a lever of the state-monopoly regulation of for¬ 
eign trade. 

The last few decades saw radical shifts in the 
structure of international trade. The share of 
so-called science-intensive products, in which 
technical and economic characteristics, rather 
than the price, are most important, has sharp- 
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ly risen. That makes the regulating impact 
of customs duties less important. The role 
of tariff protectionism as a means of regu¬ 
lating foreign trade has adso waned owing 
to rampant market devaluation of curren¬ 
cies. 

The liberalisation of tariff policies was 
not carried out in the same way by major 
capitalist countries, and this unevenness, in 
turn, had serious contradictions. Measures 
to dilute trade limitations have always been 
implemented amidst grave struggle waged by 
monopohes of different capitalist countries. 
Sometimes, the lifting or lowering of the 
customs duties was accompanied by a re-intro- 
duction of protectionist measures under the 
pretext of extraordinary circumstance. A fine 
example are the trade restrictions imposed by 
the US in the early seventies. Despite an 
agreement on a drastic reduction of customs 
duties for approximately 6,000 commodities, 
signed in 1967 within the framework of GATT 
crowning the four-year round of negotiations 
widely known as the Kennedy’s Round, in 
August 1971, the US imposed an additional ten 
per cent tax on imports, justifying this by tbe 
need to nullify unfair advantages allegedly 
enjoyed by US foreign rivals. This protec¬ 
tionist action launched by Washington con¬ 
cerned many key industries of Japan and the 
Common Market countries; it also inflicted 
large losses on the economies and foreign 
trade of developing countries. At an extraordi¬ 
nary GATT session held in August 1971, 
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the representative of this group of countries ■ 
emphasised that such an action by the US Ad- j 
ministration was a direct violation of the 
GATT and UNCTAD rules. 

The additional ten per cent in the tax on 
imports helped the US to force its chief rivals 
to make concessions by revaluation of their 
currencies; this primarily concerned the West 
German mark and the Japanese yen. The tax 
was in force for three months, being lifted I 
in December 1971 when the dollar was de- | 
valued. Thus, although the US was forced i 
to abandon the imports tax, this action by the 
US Administration showed that the indus- i 
trial leader of the capitalist world would not 
have any scruples in sacrificing the interests of 
its partners to promote its own interests. 
The seventies saw a new round of GATT 
negotiations. The negotiations officially opened 
in September 1973 in Tokyo, but in actual fact 
the exchange of opinions did not begin on i 
the specified date, mainly because the US , 
delegation was not vested with necessary 
powers, since Congress was busy drafting a 5 
new trade law. The negotiations, participated ' 
in by 80 GATT members, were delayed until 
February 1975, lasting into 1979. 

The seventh round of GATT trade nego¬ 
tiations was conducted in an atmosphere in 
which the three centres of imperialist rivalry 
dominated and at the same time conducted j 
an acute struggle. The Director-General of | 
GATT noted in April 1979: “The result was ; 
that in the Tokyo Round three economic j 
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powers—the United States, the European 
Communities and Japan—would together take 
the lead and largely govern the direc¬ 
tion, pace and content of the Negotiations.”* 
Negotiations between representatives of the 
big three were mostly conducted behind closed 
doors, and the vast majority of participants 
in the Tokyo Round could only make random 
guesses as to what kind of discussions were 
taking place “at the top”. It is therefore quite 
natural that the majority of representatives, 
particularly at the initial stage of the nego¬ 
tiations, could influence the discussion but 
slightly. It was only in mid-1978, after the 
representatives of the leading capitalist sta¬ 
tes had agreed on the main issues, that other 
participants were allowed to join the discus¬ 
sion. 

Another important feature of the Tokyo 
Round was that it took place under a sharply 
deteriorated economic situation in the capi¬ 
talist world. The general slowdown of econom¬ 
ic growth rates, typical of the seventies, and 
greater difficulties in sales were accompanied 
by heightened competition, an aggravation of 
the struggle for sales markets waged by indust¬ 
rialised capitalist countries, and an upsurge of 
protectionist sentiments. All the above had a 
grave impact on the course of the multilate¬ 
ral negotiations, on the documents adopted, 

* The Tokyo Round of Multilateral Trade Negotia¬ 
tions, Report by the Director-General of GATT, 
Geneva, April 1979, p. 1. 
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and on the practical implementation of the 
decisions taken. 

The Tokyo Round of the GATT multilat¬ 
eral negotiations was wrapped up in April 
1979 with a ceremony during which a com¬ 
prehensive agreement was signed. That the ac¬ 
cords were highly controversial is witnessed by 
the fact that the representatives of the devel¬ 
oping countries refused to sign the conclu¬ 
ding documents, while the delegations of 
several other countries initialled only some of 
the agreements. 

The twelve documents, in which the main 
results of the negotiations were reflected, were 
ready for ratification as of December 17, 1979. 
From January 1, 1980 or 1981, as they were 
ratified by national legal authorities, the ag¬ 
reements began to be implemented in the 
signatory countries. By the present time, many 
countries, the US and the European Communi¬ 
ty members among them, have ratified these 
agreements, which in the main concern a gradu¬ 
al reduction, by 33-38 per cent, of tariffs. The 
entire process will take some eight years, be¬ 
ginning with January 1, 1980, and will affect 
around ten per cent of the entire volume of 
international trade. The most substantial re¬ 
ductions concern the reciprocal goods turn¬ 
over between the industrialised capitalist 
countries. The way in which these accords 
were reached was by no means amicable. As 
the issue of lowering the customs tariffs was 
discussed, serious differences were revealed in 
the approaches to it, primarily on the part of 
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the USA and the EEC countries. 

The very principle of tackling the issue raised 
numerous objections. The US representatives 
suggested a linear reduction of customs duties 
(i.e., lowering them by an agreed percentage 
irrespective of the rates of duties current in 
individual countries). Japan supported this 
proposal in the hope of gaining easier ac¬ 
cess for its goods to the EEC markets. The 
Common Market countries, however, were ne¬ 
gatively disposed, because the realisation of the 
US proposal would seriously damage their uni¬ 
form customs barrier. An essential linear reduc¬ 
tion of the relatively low and similar in size 
customs duties within the EEC tariff system 
would interfere with their function as a regu¬ 
lator of imports to the EEC countries, while 
the numerous high customs duties applied in 
the US and Japanese tariff systems would 
retain their protectionist role. For that reason, 
during the negotiations, the EEC countries 
came out in favour of “harmonising” the cus¬ 
toms duties rather than of their general re¬ 
duction (i.e., in favour of more substantial 
reductions in high custom duties). In this 
way the EEC countries counted on lowering 
the high rates of customs duties current in 
the USA and Japan, and on making easier 
the access of their own goods to these coun¬ 
tries’ markets. The extremely tense negotia¬ 
tions ended in accepting a compromise 
formula, which allowed a differentiated ap¬ 
proach to the reductions. 

One important result of the Tokyo Round 
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was the formulation of so-called codes of ! 

behaviour wdth respect to non-tariff barriers. j 

This attempt to introduce a certain control ' 

over the measures applied in non-tariff pro- ' 

tectionism is very typical. As was mentioned I 

above, these kinds of measures have moved 
to a prominent place recently in the arsenal of ' 
weapons used in the state-monopoly regulation I 
of imports. Non-tariff barriers prove in many 
respects more flexible and more effective, and 
at the same time less liable to a quantitative j 

assessment. What’s more, many types of ; 

non-tariff restraints can be applied clandestine- ^ 

ly or selectively, which also makes it diffi- ; 

cult to oppose them. All this has made the role I 

played by non-tariff restraints much greater 
during the recent years. They were used parti¬ 
cularly actively to oppose foreign competition 
during the depressions and recessions which 
afflicted the capitalist economy during the 
seventies and early eighties. According to an es- | 
timate of the GATT Secretariat, the capitalist j 
countries are now applying about eight hund¬ 
red different types of non-tariff barrier. 

The overcoming of non-tariff protectionism 
is no simple matter; bearing witness to this is 
the fact that the Tokyo Round did not even 
attempt to restrict this phenomenon, but only 
tried to register its more clear manifestations, 
which would have markedly braked the furth¬ 
er development of international trade. Six 
separate agreements were drafted, in which 
the possibility and procedure of application 
of certain types of non-tariff barrier were 
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specified. They dealt with subsidies and coun¬ 
tervailing duties, the so-called customs esti¬ 
mates of goods, technological barriers, govern¬ 
ment procurements and quantitative rest¬ 
raints. 

State subsidies for exports and the intro¬ 
duction of the corresponding countervailing 
duties have long been a controversial issue, 
much debated between the US, the European 
Community and Japan. The fact is that the 
EEC, and to some extent Japan, too, are 
substantially subsidising their exports to make 
them more competitive. State subsidies for 
exports not only help these countries’ goods 
to compete with US commodities on the mar¬ 
kets of the third countries, but to penetrate 
the US domestic market as well. This primari¬ 
ly concerns agricultural products exported 
by the Common Market countries. 

Therefore, at the initial stage of the Tokyo 
Round, the US proposed to abolish all ex¬ 
port subsidies, which would have struck at 
the interests of the EEC hard. The US stand 
was particularly adamant with respect to 
subsidising agricultural exports: its full 
elimination in international trade was sug¬ 
gested. Should the proposal be accepted, US 
agricultural products would prove much 
cheaper than the West European, whose 
competitive power would be greatly impaired. 
Well aware of the fact, representatives of the 
Common Market at first flatly refused to 
negotiate the issue. The US delegation also 
came out against some other subsidies applied 
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by the Community, in particular, against its 
lower rates on export credits. The EEC coun¬ 
tries in turn voiced their objections to the 
system of subsidies applied in the US, primarily 
in certain industries, e.g., in the power in¬ 
dustry, and to the automatic introduction, 
often applied by the American authorities, of 
countervailing duties. 

The document adopted in the wake of the 
heated debates reflects the compromise rea¬ 
ched on this issue between the US, the EEC 
and Japan. The vague formulas and recom¬ 
mendations contained in the document cannot 
change the existing practice of widespread 
application of subsidies and other financial 
benefits to help the national exporters and 
protect the domestic market from foreign 
competition. Representatives of the three 
rival centres understood, of course, that 
in the absence of clearly-defined regulati¬ 
on of this issue, it would be possible to re¬ 
tain subsidies and countervailing duties as 
an important lever of non-tariff protection¬ 
ism. 

Other “codes” on non-tariff barriers are in 
effect of a similar kind; as a whole, they fail 
to create a clearly-defined international legal 
foundation for restricting new forms of pro¬ 
tectionism. Therefore, the Tokyo Round 
contributed very little to the movement to 
stamp out protectionism, even though, like 
all previous rounds of multilateral GATT 
negotiations, it was conducted under the 
banner of “liberalising” international trade. 
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The early eighties were a period of inten¬ 
sive negotiations on trade and economic is¬ 
sues, conducted both on a bilateral and mul¬ 
tilateral level between the OECD (Organisa¬ 
tion for Economic Cooperation and Develop¬ 
ment) countries, in particular, between the 
“big triangle”. These issues also occupied much 
time at meetings of the “big seven”. By way 
of preamble, adherence to the principles 
of Free Trade was as a rule claimed, though 
each participant in fact strove to protect his 
own domestic market by resorting to all kind 
of measures, mainly to non-tariff protection¬ 
ism. Therefore, the statement of liberali¬ 
sation principles was accompanied by vari¬ 
ous conditions and reservations. Highly il¬ 
lustrative in this respect is the stand taken 
by the leaders of the major seven industrial¬ 
ised capitalist countries. In the communique 
adopted at the Ottawa summit in 1981, the 
need for temporary, transitional measures to be 
applied to protect certain industries was stat¬ 
ed, alongside a firm adherence to the policies of 
liberalising international trade and an intention 
to oppose protectionism. 

The US role as world leader in implementing 
new forms of protectionism is steadily growing. 
Protectionist attitudes in this country become 
stronger as the US competitive power on the 
world markets wanes and its foreign trade bal¬ 
ance moves deeper into the red. This process 
has been clearly evident since the early seven¬ 
ties. 
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US Merchandise Trade Balancei 



(000 million dollars) 

1973. . 

2.8 

1979. .-40.4 

1974. . 

.-12.8 

1980. .-36.4 

1975. . 

.-t- 1.8 

1981. .-39.7 

1976. . 

.-17.3 

1982. .-42.7 

1977. , 

,-39.2 

1983. .—65.0 (estimate) 

1978. . 

.-42.4 


The figures above show that the US foreign 
trade balance is steadily deteriorating. Accord¬ 
ing to forecasts, over the next few years it will 
continue to pile up deficits. The Data Re¬ 
sources Inc. predicts that the deficit in the US 
trade balance could hit $174,000 million by 
19902 

Highly typical of the US trade balance is 
the growing deficit of trade in products of 
the manufacturing industries. For example, the 
automobile trade deficit grew from $3,500 
million in 1972 to $12,100 million in 1982, 
and the steel trade deficit, from $1,900 mil¬ 
lion to $8,200 million respectively. The excess 
of the clothing imports over the exports grew 
over the same period from $1,700 million to 
$7,700 million. The US foreign trade deficit 
in all types of manufactured goods grew from 
$300 million in 1973 to $33,000 million in 
1983. 

Since the competitive power of the US mo¬ 
nopolies has been seriously damaged, especi- 

^ U. S. News 8c World Report, September 12, 
1983, p. 80. 

2 Business Week, August 29, 1983, p. 50. 
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ally compared with Japanese and West Euro¬ 
pean firms, implementation of a wide range 
of measures, primarily involved in non-tar iff 
protectionism, against the rivals is the most 
pressing task facing the US state-monopoly 
regulation in foreign economic relations. The 
application of these measures is accompanied 
with calls to liberalise international trade, aimed 
at tearing down customs barriers erected 
by Washington’s partners in trade. An impor¬ 
tant landmark in the US foreign trade strategy 
is the Trade Act of 1974, which shifts the cen¬ 
tre of gravity in the regulation of foreign trade, 
and especially of imports, to the non-tariff 
sphere. Numerous restrictive non-tariff actions 
were provided a legal basis in cases when the 
US business circles thought their interests in¬ 
jured by foreign imports. The authority in re¬ 
gulating foreign trade vested in executive bod¬ 
ies was unprecedentedly extended. The US 
President was empowered to conclude agree¬ 
ments on balancing, lowering, or lifting alto¬ 
gether non-tariff barriers, to introduce addi¬ 
tional imports levies or quantitative limita¬ 
tions on imports, and to launch other measures 
against competition. He was also given the 
right to make various reprisals against coun¬ 
tries that try to restrict US access to raw ma¬ 
terials, foodstuffs or any other goods. The 
Act contains many other reservations, which 
enable the President to make decisions on con¬ 
crete issues of trade policies and apply this or 
that clause of the Act in the interest of US 
monopolies. 
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The Trade Act of 1974 made it possible 
for the US Administration to manipulate all 
sorts of protectionist measures even more 
actively than before in order to weaken the po¬ 
sitions of their foreign trade rivals and protect 
the interest of US monopolies on the domes¬ 
tic market. The “steel war”, waged for many 
years now by the US, the EEC and Japan, is 
highly illustrative. The American monopolies 
began to lose their lead first of all in the iron 
and steel industry. In the early sixties. West 
European and in particular Japanese firms 
began to successfully challenge their American 
counterparts not only on the markets of the 
third countries, but even on the US domestic 
market. The poor competitive position of the 
US steel industry was largely due to high mo¬ 
nopoly prices and less modern equipment. Since 
the import of cheaper steel from Western 
Europe and Japan began to noticeably under¬ 
mine the position of the US monopolies, they 
turned to the state for help. The output of the 
iron and steel industry became an issue of spe¬ 
cial negotiations between representatives of the 
US, the EEC and Japan. At that period, im¬ 
ports of cheaper Japanese steel became felt in 
Western Europe, too, so that the issue of rai¬ 
sing tariffs on steel imports took on particular 
importance. US representatives, however, op¬ 
posed the raising of tariffs, especially by the 
West European countries, since they were 
afraid that limits on Japanese steel imports 
to the EEC countries would increase the 
Japanese steel export’s orientation towards the 




US domestic market. While coming out for 
lowering the customs tariffs on steel, the US at 
the same time openly pressurised their partners 
into “voluntary” restraints on exports to the 
US. In 1969, the US made Japan and the EEC 
countries “voluntarily” limit their steel exports 
to the American market. Japan pledged to 
reduce its steel exports to the US from 7.3 
million tonnes in 1968 to 6.2 million tonnes by 
1974. Correspondingly, the EEC countries also 
reduced their steel exports to the US, from 8.4 
million tonnes to 6.4 million tonnes.^ 

Since the sixties, the issue of steel imports 
has been a thorn in US relations with its two 
chief partners. In the late seventies, the US 
expanded its arsenal of non-tariff protec¬ 
tionist measures aimed at limiting steel im¬ 
port. In 1978, a trigger price mechanism was 
invented, which established ceiling prices 
for certain types of imported steel product, 
the violation of which incurred restraints on 
the imports similar to sanctions launched 
against dumping. 

In the autumn of 1982, the US again exert¬ 
ed pressure on the Common Market coun¬ 
tries to get them to once again “voluntarily” 
reduce their steel exports to the US. On 21 
October 1982, agreement was reached on yet 
another reduction of the European share 
of the American steel market from 6.4 to 
5.75 per cent up to the end of 1985. Wash- 


^ See H. O. Eglau, op. cit., p. 189. 
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ington made the European Community reduce 
its steel exports to the US by nine per cent for 
a period of three years—and this despite the 
fact that the West European steel industry was 
riding out its worst slump since the end of the 
war. EEC steel output fell by 21 per cent in the 
third quarter of 1982 against the same period 
of the previous year, and there is no prospect 
of the situation improving in the foreseeable 
future. 

With respect to its Japanese rival, the US is 
applying the same wide range of non-tariff 
protectionist measures. In December 1982, 
David Roderick, Chairman of the United 
States Steel Corporation and of the Ameri¬ 
can Iron and Steel Institute, handed a peti¬ 
tion on behalf of his company and of the 
other seven leading US steel-makers to 
William Brock, the US trade representative; 
it demanded a reduction of 1.75 million 
tonnes in Japanese steel exports to the US 
(Japanese exports have been running at an 
annual rate of 5.6 million tonnes in 1982) 
and a 25 per cent import levy on all Japa¬ 
nese steel to reflect the undervaluation of 
the yen.l 

One example of the glaring manifestation : 
of inter-imperialist contradictions is the “au- , 
tomobile war” underway for many years , 
now between Japan, the US and the EEC 
countries. In the early eighties, rivalry among 
the auto-makers of the three centres of im- | 

1 See Financial Times, December 16,1982, pp. 1,16. ^ 
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perialism was given a fresh impetus by a dra¬ 
matic change in the balance of power. In 
1980, the US lost its long-held lead in the 
world auto production to Japan, whose car 
industry increased output to 11 million cars 
annually. This leap, accomplished by the 
Japanese automobile companies, was largely 
due to the greater competitive power of its 
products and greater flexibility of Japanese 
export policies. For example, in the first 
half of 1980, more than a half of the auto¬ 
mobiles produced in Japan were sold abroad, 
65 per cent of them in the USA and Western 
Europe; Japanese auto exports to the US 
increased by 33 per cent over a corresponding 
period in 1971, and to the Common Market 
countries, by almost 25 per cent. In mid-1980, 
Japanese-made autos accounted for 22 per cent 
of all cars sold on the US domestic market, 
while the entire share of imported automobiles 
in the total sum of the sales comprised 26 per 
cent.' As a result, the forces that favoured 
imposing restraints on auto imports, primarily 
from Japan, became much more active. Roger 
B. Smith, Chairman of the General Motors 
Board of Directors, declared, for example, that 
restraints on Japanese imports would give US 
automakers a crucicd respite." What was meant 
by this was the time the US monopolies needed 
to regroup their forces, since they were by no 


1 See Business fVeefc, January 12, 1981. 

2 See Newsweek, ]nnuaiy 26, 1981, p. 40. 
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means willing to accept the fact that they lost 
their position as the number one automaker 
in the world. Notable in this respect was the in¬ 
tention of the major US automakers to mod¬ 
ernise their enterprises in order to produce 
by 1985 up to 12 million mini-cars annually. In 
May 1981, the US extorted from Japan a “vo¬ 
luntary” restraint on auto exports. According 
to this agreement, the Japanese auto exports 
to the US was not to exceed 1,640,000 units, 
or seven per cent less than in the previous 
year. The agreement was concluded for a 
term of three years and each year certain mod¬ 
ifications were to be introduced. 

The Automobile Agreement of 1981, signed 
by the US and Japan, must only be seen 
as a temporary “respite” for the American 
corporations, for die actual competitive 
power of the Jap^mese firms on the US au¬ 
tomobile market continues to grow. In 1982, 
Japanese automakers were the leading export¬ 
ers on the US automobile market.^ As pro¬ 
tectionist sentiments flared up in other coun¬ 
tries as well, Japan was compelled to conclude 
“voluntary” agreements on limiting its auto¬ 
mobile exports with Canada and several Euro¬ 
pean countries. That these “voluntary” actions 
of the Japanese business and government 


1 The biggest exporters on the US automobile 
market were Toyota—530,246 cars; Datsun—470,246; 
Honda-365,865; Mazda-163,150; Subaru-150,335; 
Volvo—71,568; Volkswagen—67,348; Mercedes-Benz — 
62,484; BMW-50,594; Renault-37,540. 
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circles were but a forced compromise, is 
clearly seen from the fact that in 1981, auto¬ 
mobiles accounted for 17 per cent of the to¬ 
tal value of Japan’s exports. 

The so-called “voluntary restraints” are in 
fact the most recent form of violation of 
the Free Trade principles. It is manifested 
in various concrete ways and involves differ¬ 
ent numbers of participants and a wide range 
of commodities, or individual products. This 
method became especially prevalent in US 
trade and politics. Some of the relevant facts 
will be cited further on; for now we will 
only mention that political pressures exert¬ 
ed on the rival to make him “voluntarily” 
reduce its imports does not bring about an 
actual lessening of the contradictions. As 
Harold van B. Cleveland, a vice president of 
the New York’s Citibank, aptly put it, “You ; 

don’t avoid conflicts by orderly marketing •'; 

agreements. You just raise the conflict to jt 

the political level.’’^ i 

A “voluntary” restraint on exports, forced ' ‘ 

by the US on its rival partners, has by no 
means served to raise the actual competitive 
power of the American iron and steel indust¬ 
ry. It has only helped the steel trusts derive 
higher profits rather them modernise old or 
build new plants. 

Protectionist trends in the capitalist world 
steeply soared in the late 1982, after the 38th 
annual GATT session had in fact met with a 

* Business Week, May 9, 1977, p.65. 
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failure. Business Week wrote at that time: “It 
was supposed to have been the most pivotal 
meeting on world trade in a decade. But when 
a 35-year-old General Agreement on Tariffs 
and Trade (GATT) convened in Geneva over 
Thanks-giving weekend, the assembly quickly 
turned into a near disaster.”^ It added that 
“more than anything, the meeting confirmed 
that the most dangerous threat to the world 
trade is rampant nationalism ”.2 

The economic crisis of the eighties, which 
hit almost simultaneously all the leading cap¬ 
italist countries, adversely affected the dy¬ 
namics of their reciprocal trade. The ten¬ 
dency was revealed for the relative volume 
of mutual commodity turnover to decline 
substantially: from 76.9 per cent in 1970 to 
70.5 per cent in 1980, and to 67.6 per cent 
in 1981. The share of the US exports to the 
developed capitalist countries fell from 69.5 
per cent in 1970 to 55.5 per cent in 1981, 
and of Japan’s exports, from 54.6 per cent 
to 46.3 per cent respectively. The compet¬ 
itive struggle also greatly sharpened due to 
a shrinkage of the traditional sales markets. 

Contradictions rampant between the US, 
the EEC and Japan again came to the fore 
at the 38th GATT session. The American 
delegation readily uttered high-flown phras¬ 
es about Free Trade, while at the same time 
openly threatening to launch protectionist 

1 Business Week, December 13, 1982, p. 26. 

2 Ibid. 
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measures against any intractable partner. 
That protectionist sentiments in US Con¬ 
gress became much more pronounced at that 
time was the chief cirgument the US dele¬ 
gation made use of at the session. While put¬ 
ting the blame for violating the principles 
and practical implementation of Free Trade 
on other countries, the US representatives 
clearly threatened to retaliate by resorting 
to various protectionist actions. However, 
the pressure by the American delegation 
did not bring palpable results. The US ri¬ 
vals actively defended their own positions. 
The European Community countries, for 
example, flatly refused even to discuss the 
issue, suggested by the US, about subsidies 
to agricultural exports applied within the 
framework of the Common Market. 

The failure of the 38th GATT session 
generated a new upsurge of protectionist 
moods in the U.S. The U.S. News 8c World 
Report wrote: “Anger is building in Con¬ 
gress and the White House because the US 
failed to get what it wanted at a worldwide 
trade meeting in Geneva. 

According to comments in the American 
press, by late 1982 US Congress was con¬ 
sidering more than a hundred draft laws for 
putting into practice various restrictive mea¬ 
sures against US rivals, most of them direct¬ 
ed against the EEC and Japan. 

* U. S. News & World Report, December 13, 1982, 
p. 90. 


9 * 


131 













2. The Trade War Between the “Big Triangle” 


The problem of the US relationships with 
the Common Market, noted for their extreme 
complexity and tenseness, has always been cen¬ 
tral in the US foreign economic ties. 

Though the competitive power of the US 
monopolies has on the whole relatively de¬ 
clined, the US has long maintained a positive 
balance in its trade with the West European 
countries. This tendency has become parti¬ 
cularly pronounced after the 1974-1975 
crisis. 

Trade in agricultural products has always 
been and remains one of the most serious 
problems in economic relations between 
the US and the European Community. 

It is for several reasons that the agricul¬ 
tural goods market has proved to be most 
liable to state regulation through measures 
applied to stimulate exports and to limit 
imports. Even when GATT was relatively 
successful in liberalising trade in manufactured 
goods, restraints on trade in agricultural 
products were lifted with great reluctance. As a 
rule, the system of maintaining stable domestic 
prices for agricultural products makes them 
non-competitive on the world market. To make 
them competitive, the state has to apply a 
system of subsidies. At the same time, to 
profitably sell agricultural goods on the do¬ 
mestic market, measures have to be taken to li¬ 
mit imports of similar products. 
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The following data on the worth of agri¬ 
cultural exports (in million dollars)^ prove 
that the US and the Common Market are 
the world’s leading agricultural" exporters: 

US.42,500 Brazil.9,100 

EEC.26,400 Canada_6,900 

Australia. . . 9,200 Argentina. . 5,400 

Both the US and the European Commu¬ 
nity apply a ramified system of agricultur¬ 
al export subsidies. 

As is well known, the so-called uniform 
agrarian policies pursued by the EEC coun¬ 
tries is one of the most important elements 
of West European integration; these poli¬ 
cies include maintenance of a relatively 
high price level and use of the sliding im¬ 
port duties system. The Common Market 
members have also made extensive use of 
exports subsidies to force their agricultur¬ 
al products into other countries’ markets. 
All these measures have tangibly under¬ 
mined the agricultural exports of the US, 
and American representatives at trade ne¬ 
gotiations with the EEC countries system¬ 
atically claim that changes should be made 
in the conditions of subsidising agricultural 
exports. However, in Western Europe, the US 
attacks at the system of agricultural exports 
subsidies are viewed as a direct threat to the 
Community’s agrarian policies, which are a 

^ Financial Times, December 10, 1982, p. 14. 
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major structural element of West European 
integration as a whole. Commenting on the US 
demand to change the system of subsidising 
agricultural exports, Roy Denman, the EEC’s 
ambassador in Washington, declared: “We 
are not about to commit suicide.But the US 
does not restrict itself to demanding concessions 
on the part of the Community countries with 
respect to subsidising agricultural exports: it 
increasingly resorts to retahation measures. 
Thus, in January 1983, the US Administration 
decided to allocate $150 million to subsidise 
a big grain deal with Egypt, which had for 
a long time been major grain importer from 
France. The EEC quarters regarded these 
actions as a violation of the GATT rules and 
principles. Negotiations held between the 
two sides did not bring any positive results. 
Gaston Thom, President of the Commission of 
the European Communities, warned that the 
EEC would be using retaliation measures 
against such actions in the future, and Edith 
Cresson, the French Minister of Agriculture, 
threatened that France might soon begin 
heavily subsidised sales of its agricultural 
products in Latin America—a traditional US 
preserve.2 

Questions involved in crediting foreign trade 
have thus become a controversial issue between 


* Business Week, December 13, 1982, p. 27. 
^ Newsweek, February 21, 1983, p. 35. 
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the “big triangle”, primarily between the US and 
the European Community. As the problem of 
sales is further aggravated, providing credit for 
exports is becoming a crucial form of the com¬ 
petitive struggle between the major exporters. 
Widely used are both direct state credits for 
foreign trade transactions and various types 
of support rendered to private crediting, in 
particular, subsidies for understated interest 
rates in export credits. Such types of subsi¬ 
dies which make credits to buyers of their 
goods cheaper, are widely made by Common 
Market countries, in particular by France. 
The US, where government support for ex¬ 
port credits is less developed, opposes this 
practice, qualifying it as a departure from 
the principles of free competition. In fact, the 
US demanded that interest rates in export 
credits be raised to the level of market in¬ 
terest rates. In 1980, under pressure from 
the US, the EEC countries raised export 
credit rates both for developing and deve¬ 
loped countries. The Americans, however, 
were not satisfied. Decisively opposed to 
meeting US demands with respect to ex¬ 
port credits is France, which applies di¬ 
versified means of state-monopoly stimu¬ 
lation of exports more extensively than any 
other country. Recently, France has man¬ 
aged to win support for its position from 
other Common Market members, which are 
interested in cheaper export credits to raise 
the competitive power of their commod¬ 
ities on the world market. To neutralise 
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the cheap EEC export credits, the US is 
increasingly drawing on long-term credits 
given by the Export-Import Bank (for 15 
to 20 years and more), as well as mixed cred¬ 
its, in which medium-term credits provid¬ 
ed on standard commercial terms are com¬ 
bined with long-term state loans based on the 
principle of so-called assistance. Since the 
West European countries, and France, in par¬ 
ticular, are also applying mixed credits, the 
terms of their provision are yet another con¬ 
troversial issue. 

Japan, the third member of the “big trian¬ 
gle”, is taking an active part in the “credit 
war”. A great activisation of the Export-Import 
Bank of Japan, in particular in developing 
countries, has recently caused deep concern 
both in Washington and Brussells. The so-cal¬ 
led development loans it is providing leave 
foreign credits given by the US, Canada, and 
the West European countries far behind both 
in terms of time and the level of interest ra¬ 
tes. As a rule, Japan provides these credits 
to develop certain raw materials producers, 
and they are reimbursed by supplies of raw 
materials. Though such credits sure not re¬ 
garded as export credits (since they do not 
envisage obligatory purchases of Japanese 
goods), their mounting volume helps Ja¬ 
pan’s capital and commodities to gain vast 
markets. 

X’ Sharp conflicts between the monopo¬ 
lies of the US and Western Europe flare up 
more and more often when world markets are 
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being divided for the sales of the output of 
science-intensive and the newest industries, 
such as, for example, air and nuclear power 
equipment, and various types of armament. 
Of prime importance in promoting exports 
of the newest technology is state support 
in its highly diversified forms. 

The desperate competition underway be¬ 
tween the military-industrial complexes of 
the US and Western Europe testifies to the 
fact that relations among NATO members 
do not serve to alleviate deep differences in 
their economic interests and the struggle for 
a greater share of profit. While demanding 
that its NATO allies in Western Europe stead¬ 
ily increase their military expenditures, the US 
at the same time is stubbornly working to 
place the bulk of orders for military techno¬ 
logy for the armed forces of the North Atlantic 
Alliance with American monopolies. In early 
1983, US Congress, proceeding from the law 
adopted in 1933, which made Americans 
duty-bound to buy, while abroad, only goods 
produced in the US or by overseas branches of 
US firms, banned purchases of all types of 
armament and ammunition made in Western 
Europe. The decision taken by the US law¬ 
makers dealt a serious blow at the interests of 
the military-industrial monopolies of West 
Germany, France, Great Britain and other 
countries. Der Spiegel wrote in this connection 
that on this side of the Atlantic, they had 
long hoped that European purchases of 
armaments in the US would be compen- 
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sated by American purchases in Western 
Europe. 1 But these hopes were frustrated. 
The fact that the trade in armaments within 
the NATO framework proved to be a one-way 
street had far-reaching consequences. It was 
not only a matter of profits for the West 
European military-industrial firms, but also 
an open demonstration of self-seeking stub¬ 
bornness on the part of the US. Even pro- 
American circles in Western Europe raised 
their voice in sharp criticism of the US ac¬ 
tions. Former West German Defence Minis¬ 
ter Manfred Worner, for example, called these 
actions a “gross violation of the spirit of 
Atlantic cooperation”.^ 

The growing rivalry between the military- 
industrial firms of the US and Western Europe 
is typical, being an evidence of the fact that 
differences in the economic interests of the 
two rival centres and the struggle to win wid¬ 
er sales markets and bigger profits are more 
and more clearly manifested even in the 
sphere of equipping NATO with military 
technology where the West European mono¬ 
polies are gaining ever new successes in their 
competition with the US military-industrial 
complex. 

Trade expansion pursued by the Japanese 
monopolies remains a powerful generator of 
contradictions on the world capitalist market. 
American economist C. Fred Bergsten wrote 

* See Der Spiegel,}a.nuax 24, 1983, pp. 107-08. 

^ Der Spiegel,iaraxai 24, 1983, p. 108. 
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that “there has been fairly steady tension 
between the United States and Japan over 
economic issues ever since Japan emerged 
as a major industrial power. The cons¬ 
tantly growing deficit of the US and the 
Common Market in trade with Japan indi¬ 
cates that the Japanese monopolies are po¬ 
sing a great challenge to their riv^s. 

• Trade between America and Japan is 
marked by a steadily increasing deficit for 
the US. Typical of the US-Japanese trade 
has for a long time been a pronounced pre¬ 
valence of manufactured goods in Japan’s 
exports—primarily of machines and durable 
goods (mainly autos, audio and video appli¬ 
ances, etc.), as well as iron and steel. In 1980, 
about 39 per cent of the entire value of Ja¬ 
pan’s exports to the US was accounted for by 
transportation equipment (automobiles for 
the most part), 28 per cent by machines, nine 
per cent by iron and steel (mainly steel), 
and over five per cent by audio and video 
appliances. Machines comprised only 18 per 
cent of the US exports to Japan in the same 
year, while grain and other food, livestock, 
timber, coal, oil, fats, etc., more than 50 per 
cent.2 US-Japanese trade most graphically 
reflected a relative deterioration in the US 
monopolies’ competitive position even in 
those industries where they had only recent- 

* Foreign Affairs, Summer 1982, p. 1059. 

2 Department of State Bulletin, Vol. 82, No. 2061, 
AprU 1982, p. 56. 
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ly enjoyed total domination—i.e., in mechan¬ 
ical engineering, metallurgy and automak¬ 
ing. That is why, already in the seventies, 
the US-Japanese trade and economic con¬ 
tradictions became extremely sharp and con¬ 
stantly led to tensions in relations between 
the two centres of imperialist rivalry. “It 
should come as no surprise,” Bergsten wrote, 
“that huge improvements in the Japanese 
position, and similar deteriorations in that of 
the United States, rapidly become major causes 
both of global economic imbalance and deep 
concern within the United States.”* 

^The US has had a negative trade balance 
with Japan since the mid-sixties. It became 
quite sizeable in the seventies, when the fo¬ 
reign trade balance turned into a major prob¬ 
lem for the US, particularly because of the 
energy crisis. Understandably, since the ear¬ 
ly seventies, problems involved in Japan’s 
exports have ^ways been a subject for dis¬ 
cussion between US and Japanese represen¬ 
tatives at all meetings held on a governmen¬ 
tal level. As a rule, American representatives 
accuse the Japanese side of applying unfair 
methods in the competitive struggle. 

At the same time the US (as was mentioned 
above in connection with the Japanese steel 
and automobile exports) is all in favour of 
channelling Japan’s exports to Western Europe, 
and that in spite of the fact that the balance of 


' Foreign Affairs, Summer 1982, p. 1061. 


140 







trade between Japan and the EEC has long 
been unfavourable to the Community, too. A 
chronic trade imbalance has long been charac¬ 
teristic of the relations between these two 
partners. 

If The share of EEC exports to Japan fell 
from 1.4 per cent in 1970 to one per cent in 
1980; over the same decade, the share of 
Japanese commodities in the aggregate 
EEC imports grew from 1.4 to 2.4 per cent, 
while that of the Community countries in 
the aggregate Japan’s exports increased 
from 9.3 to 12.8 per cent. Over the last 
decade, the European Economic Community 
members have turned into a major exports 
market for Japan, second only to the US 
(24 per cent) and Southeast Asia (23 per 
cent). 

Imbalances in Japan’s trade with the Com¬ 
mon Market have been aggravated by the 
fact that, while the Japanese exports to 
these countries are constantly on the up¬ 
grade, West European goods penetrate Ja¬ 
pan’s domestic market much less success¬ 
fully. Thus, between 1974 and 1980, the 
average annual growth rate of the Japanese 
exports to the Community was about 20 
per cent, while the Community’s exports 
to Japan grew by almost half that rate. 

One of the main claims its Western part¬ 
ners are making on Japan includes therefore 
both certain restraints on the Japanese ex¬ 
ports and also creating greater opportunities 
for West European and American goods to 
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penetrate Japan’s market. 

According to the magazine Newsweek, in 
the early eighties, the West European coun¬ 
tries imported about $800 worth of manu¬ 
factured goods per capita each year, the US 
$550, and Japan $240.* Demands to ren¬ 
der Japan’s economy more open and to in¬ 
crease its import potential are being heard at 
practically all the trade and economic nego¬ 
tiations held between the “big triangle”. A sub¬ 
stantial expansion by Japan of its imports is 
regarded as a major condition in the struggle 
against growing protectionist tendencies. At 
the negotiations held early in 1982 between 
representatives of the EEC, Japan, the US and 
Canada, one of the main demands made of 
Japan was for it to increase access of foreign 
goods to its domestic mcirket. What was meant 
by this concerned not only Japan’s trade poli¬ 
cies (such as lowering the customs tariffs and 
lifting or lessening certain non-tariff restric¬ 
tions), but also stimulation of its domestic 
demand to expand imports. Japan’s partners | 
are more and more often hinting that in the J 
future protectionist defences against its exports 
will be increasingly tied in with the rates of 
its customs disarmament. However, it must 
be emphasised that to expand its imports, > 
Japan has to overcome many difficulties, 1 
both in its trade policies and in the specific j 
character of its economy. As it is now, the 
share of imported goods in the aggregate ' 

* Newsweek, 7, 1982, p. 17. 
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volume of the country’s consumption is grow¬ 
ing rather slowly in general, and in case of cer¬ 
tain important commodities, it is even falling. 

Between 1970 and 1980, the share of Japan’s 
imports in meeting the domestic needs in ships, 
iron and steel items, transport equipment, and 
machine-tools fell noticeably, while the share 
of imports in the consumption of chemicals 
and colour TV sets grew only slightly, and that 
of textiles and clothing a bit more. Several 
factors are responsible for the situation, most 
of them of an economic nature: Japan’s lesser 
involvement in the system of the international 
division of labour (compared, in the first place, 
with the West European countries), the high 
quality of products put out by many of Japan’s 
industries, and an undervalued Japanese yen. 
Measures of a protectionist nature, in particu¬ 
lar, specific customs procedures and systems 
of standards for a number of goods, quarantine 
rules for the import of agricultural products, 
etc., also play an important part. A gradual 
lessening or lifting of such kind of restraints 
is always on the agenda in Japan’s trade policy 
negotiations with its Western partners. Further 
expansion of Japan’s participation in interna¬ 
tional trade will certainly involve letting in 
more foreign manufactured goods onto its 
domestic market, but there is every evidence 
that, in the long run, Japan is going to com¬ 
pensate itself for these concessions by boosting 
its own exports. While having in mind the stra¬ 
tegic aim of strengthening its trade and eco¬ 
nomic positions, Japan is at the same time 
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forced into certain tactical concessions and 
compromises. 

In order to somewhat dampen the trade con¬ 
tradictions and prevent any serious counter¬ 
measures directed against the country’s ex¬ 
ports, Japan’s Ministry of International Trade 
and Industry has been recently compelled to 
conclude several agreements on “voluntarily” 
limiting its exports. For example, it had to sign 
an agreement with the Common Market on 
reducing its exports of videotape recorders and 
colour TV sets, according to which, beginning 
in 1983, the export of the former should not 
exceed 4,550,000 (it was 5 million in 1982), 
and of the latter, 900,000 (2,600,000 in 1982);' 
the Japanese firms were also forced to raise the 
price of their import items up to the European 
level. The term of the agreement mentioned 
above, concerning the limitation of Japan’s 
automobile exports to the US, is being annu¬ 
ally extended, too. 

Japan was cdso compelled to share some of 
its newest technologies with foreign firms, 
which was a substantial concession on its part 
aimed at somewhat alleviating contradictions in 
its relations with trade partners (the US in the 
first place). 

Yet, as its economic might waxes, Japan 
more and more often demonstrates a certain 
independence in its trade policies. Japan’s 
representatives increasingly raise their voices to 
criticise the US, mostly for its protectionist 

* Newsweek, February 28, 1983, p. 32. 
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actions. In 1980, for the first time since it 
joined GATT, Japan lodged an official com¬ 
plaint with this organisation against discrimi¬ 
natory measures by the US against imports of 
Japanese lorries. 

The aftermath of the economic upheavals 
of the seventies and early eighties, and the 
structural changes which occurred in the econ¬ 
omies of several leading capitalist countries 
lent new features to the competitive struggle 
under way on the world markets. The fuel 
and energy crisis dealt a heavy blow at the 
Japanese economy, yet it did not noticeably 
deteriorate the competitive position of Japan’s 
business and its power to penetrate markets 
of the leading capitalist and developing coun¬ 
tries. A key to this phenomenon is the Japa¬ 
nese monopolies’ high adaptability to the 
changing world economic situation. Still, 
the aggravation of rivalry on the world mar¬ 
kets, as well as difficulties with fuel, energy 
and raw materials, and the emergence of se¬ 
rious ecological problems made it necessary 
to introduce radical changes into Japan’s econ¬ 
omy in the late seventies and early eighties. 

The Japanese financial and industrial cir¬ 
cles see a wholesale restructuring of Japan’s 
economy and its greater involvement in 
the international division of labour as the 
main ways to adapt to the new world eco¬ 
nomic situation. The transformation of the 
economy’s production structure is primarily 
oriented towards reducing the share of mate¬ 
rial- and energy-intensive industries and a 
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general rationalisation of production.' The 
high rates of development in the ferrous and 
non-ferrous metals, chemical, and pulp-and- 
paper industries, typical of the sixties, are 
going to be slower in the future. In the current 
decade, the most dynamic development will 
be seen in those branches of engineering and 
instrument-making which are less material¬ 
intensive and are oriented at foreign markets 
that are the quickest to expand. There is every 
reason to believe that the electronics indust¬ 
ry, putting out the newest technology, will 
become the main item of Japan’s exports 
in the near future. Many Japanese business¬ 
men have been speaking to this effect. For 
example, Tsukasa Sakai, Director of the 
Electronics Policy Division of Japan’s Min¬ 
istry of International Trade and Industry, 
said: “Steel, automobiles, and television have 
been the chief money-earners for Japan until 
now. But no one can expect these pro¬ 
ducts to continue carrying the load. They 
are nearing market saturation, and develop¬ 
ing countries are catching up. We have to 
think about how to leap ahead and the ele¬ 
ctronics industry is one that Japan should 
think about developing. The computer indust¬ 
ry is the future money-earner in Japan.’’2 

The structural changes taking place in Japan’s ■ 

I 

I 

^ From 1973 to 1981, oil use per unit of industrial 
output in Japan was reduced by 40 per cent (see , 
The Economist, March 6, 1982, p. 12). 

2 Business Week, July 11, 1977, p. 73. 
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foreign trade are fraught with an acute aggra¬ 
vation of the competitive struggle against the 
monopolies of the US, West Germamy, Great 
Britain and other West European countries 
on the most dynamic and science-intensive 
markets. In addition to a further expansion 
of computer-related exports, there is a noti¬ 
ceable invigoration of the Japanese firms on 
the market of industrial equipment, in par¬ 
ticular, for the petrochemical and pulp- and- 
paper industries, the iron and steel and the 
non-ferrous, metals industries, and mineral 
extraction. The activisation of the Japanese 
monopolies’ exports in these directions is 
due to several reasons, the most important 
among them being the transfer of the most 
material-intensive industries, as well as those 
most objectionable in ecological terms, out¬ 
side the country and placing them nearer 
to sources of raw materials and cheap labour; 
construction of enterprises with the parti¬ 
cipation of Japan’s capital on a compensa¬ 
tory principle in countries whose economic 
resources are of special interest to Japan; and 
ensuring supplies of raw materials and fuel 
and energy on a stable and long-term basis. 
A noticeable increase in the share of complete 
plant in the general volume of the country’s 
exports serves the same purpose. This trend 
is developing in parallel with the greater sup¬ 
port the state is rendering to commodity ex¬ 
ports, and the merger of the exports of goods 
and capital. The increased activities of the 
Japan Export-Import Bank is a key indicator 
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of the stimuli the state is providing to step 
up the country’s exports. The bank’s credits 
play a particularly important role in expand¬ 
ing the exports of industrial equipment. The 
state also provides guaranties for loans given 
by the largest exporting firms. 

The trends of the Japanese monopolies’ 
trade to expand, which are clearly manifest 
at the present time, i.e., a sharp growth in 
the share of the means of production, in par¬ 
ticular of complete plant, and the merger of 
the exports of goods and capital, indicate that 
competition between Japan and its major 
rivals—the US and the West European coun¬ 
tries—is going to become even more acute; 
this competition will also be noted for a 
struggle to divide the markets of the third 
countries, in particular in regions rich in 
raw materials and fuel and energy resources. 
Among the regions to which the Japanese 
firms are increasing their supplies of equip¬ 
ment, will be not only the Middle East, South¬ 
east Asia and Latin America, but also Canada, 
Austrcdia, and Oceania, those tra¬ 
ditional areas of the domination of Amer¬ 
ican capital. Canada and Australia are ma¬ 
jor suppliers of raw materials to Japan now; 
to get a firm foothold on these countries’ 
markets and oust to the greatest extent pos¬ 
sible their American and West European 
rivals from these markets is one of the most 
important strategic objectives in the trade 
and economic expansion of the Japanese 
monopolies. The struggle to gain entry into the 
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markets of third countries is no less important 
for the Common Market, and for the US as 
well. In this struggle, measures of state-mono- 
poly nature will be a major means resorted to 
by the rivals. Thus inter-imperialist rivalry in 
the struggle for sales markets has proved to be 
closely connected with contradictions in the 
monetary and finance sphere and with serious 
violations in the system of balance of pay¬ 
ments whose causes far surpass the boundaries 
of traditional trade and economic relations 
among countries. 















Chapter IV 


CURRENCY AND FINANCIAL 
CONTRADICTIONS WITHIN 
THE “TRIANGLE” 


1. The Trend to Currency and 
Financial Polycentrism 

Currency and financial relations have al¬ 
ways been one of the main spheres of inter- 
imperialist rivalry. Competition here is just 
as fierce, if not fiercer than in the commod¬ 
ity markets, for currency upheavals affect 
every level of economic activity—foreign 
trade, employment and the internal socio¬ 
economic processes—in the capitalist coun¬ 
tries. 

The crisis in the capitalist monetary sys¬ 
tem was the reflection of the deep contra¬ 
dictions that affect imperialism today, such 
as inflation, uneven development and the dis¬ 
organising role of the international monop¬ 
olies. 

The early 1970s saw the virtual collapse 
of the system of international currency re¬ 
lations based on the Bretton-Woods Agree¬ 
ment. This system, which gave priority to 
the American dollar, had been in existence 
since the end of the Second World War. The 
evolution of this system and its eventual 
collapse reflected the uneven development 
of capitalism during the postwar period and the 
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formation of its main centres of rivalry. For 
inflation in the United States meant that the 
real value of the dollar fell in comparison to 
the currencies of other industrially develop¬ 
ed countries, but its official exchange rate 
against these currencies was kept increasingly 
high. 

The special position of the dollar as one 
of the main currency reserves of the capitalist 
world gave American financiers, industrialists 
and politicians enormous opportunities for 
economic, military and political expansion. 
It was the status of the US dollar that to 
a considerable extent promoted the influx 
of American private capital in many parts 
of the capitalist world. And its status again 
has allowed the United States to exercise 
its global strategy on a scale hitherto un¬ 
known, a strategy which is based on main¬ 
taining an enormous military presence ab¬ 
road and conducting other measures of mil¬ 
itary and political significance. This latter 
circumstance, of course, has been domi¬ 
nant in producing the chronic and so far 
unprecedented balance of payments deficit 
which the United States possesses. 

This deficit was only partially covered 
by gold exports. It was mainly met by the 
vast dollar reserves held by other countries. 

It had already become evident by the 
1960s that the Bretton-Woods system, based 
as it was on the virtual monopoly of one 
national currency—the US dollar—as the 
instrument of international currency dealings. 
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was extremely vulnerable. For the stability of 
the whole of the Western currency system was 
shown to depend on the stability of the Ame¬ 
rican dollar, which was continuing to lose its 
real value as a result of the chronic disequilib¬ 
rium in the US balance of payments, of gallo¬ 
ping inflation and of a number of other serious 
defects in the US economy. The sporadic 
outbreaks during the 1960s of gold and cur¬ 
rency “fever” (i.e., the rush to convert the 
dollar into other more stable currencies or into 
gold) undermined the stability of international 
monetary circulation, which in turn had a 
serious effect on the credit and currency 
systems of individual countries and even whole 
areas, and consequently on various aspects 
of their economic life. 

The early 1970s were marked by enormous 
upheavals in the monetary system of the wes¬ 
tern world. The mass run on the dollar that 
began in the spring and summer of 1971 
reached such a scale that the foreign banks 
in a number of West European countries 
including West Germany, Switzerland, Holland 
and Belgium were forced to temporarily close 
dealings in US currency. 

The result of this was that in August 1971 
the US government announced a number of 
emergency measures which boiled down to 
stopping (at the request of the central banks 
of some other countries) the convertibility of 
the dollar into gold and introducing an ad¬ 
ditional ten per cent import tax. This turn of 
events had far-reaching consequences for the 
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whole currency system of the capitalist world. 
Until August 1971 the fact that the dollar 
was convertible into gold gave US currency 
considerable advantages, in fact it was the 
main reason why the US dollar was used 
as an international currency reserve. For 
it provided a link, as it were, between the 
capitalist currency system as a whole and 
gold. 

But the introduction in 1971 of the gold 
embargo, i.e., the fact that the dollar was now 
taken off the gold standard, not only meant 
that that currency was no longer backed by 
gold, but that the whole currency system of 
the capitalist world now no longer had a gold 
base. 

But even in these conditions the United 
States resisted for a long time devaluing the 
dollar, i.e., reducing its official gold parity, 
thus showing its desire to maintain at all 
costs the international prestige of US cur¬ 
rency and at the same time the financial 
hegemony of the United States in the capi¬ 
talist world. 

In December 1971 the United States was 
forced under the pressure of circumstances 
and at the insistence of its partners to devalue 
the dollar by 7.89 per cent in relation to gold. 
A short lull followed, but early 1973 saw 
fresh disturbances in the currency markets 
as a result of which the United States was once 
more (the second time in fourteen months) 
forced to announce the devaluation of its cur¬ 
rency, this time by 10 per cent. The gold 
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parity of the dollar had thus dropped by more 
than 17 per cent. 

In March 1973 a conference on currency 
problems was held in Paris and attended by 
representatives of the 14 leading capitalist 
states. Here it was decided to end the practice 
of maintaining fixed currency rates. Thus once 
the dollar had been taken off the gold stan¬ 
dard the second fundamental principle of the 
Bretton-Woods system—the need for fixed 
parities among the currencies of the capitalist 
countries in relation to the dollar—was also 
abandoned. 

The collapse of the Bretton-Woods system 
showed quite clearly the vulnerability of a 
currency mechanism based on the predomi¬ 
nance of one national currency-the US dol¬ 
lar. And at the same time it revealed the ground¬ 
lessness of behefs in the omnipotence of 
the US economy and the bankruptcy of Wash¬ 
ington’s claims that the United States has 
a special role to play in the world capitalist 
economic system. The dollar crisis reflected 
the economic adventurism of the US policy 
of playing the “world gendarme” in the strug¬ 
gle against socialism and revolutionary and 
national liberation movements. 

With the collapse of the Bretton-Woods 
system the problem of restructuring the cap¬ 
italist currency system became acute. The 
need for such a restructuring had been recog¬ 
nised long before the monetary problems 
of the 1970s. But the various states con¬ 
cerned were far from unanimous in their 
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approach to the type of currency reform 
required and its overall goals. In particular, 
a major split arose between the US and France 
over the most important principles govern¬ 
ing the workings of the new currency sys¬ 
tem. 

The end of the gold standard and the in¬ 
troduction of floating currency rates raised a 
number of crucial issues connected with 
the structure of currency reserves, with the 
determination of how currencies were to be 
valued and the principles on which exchange 
rates were to be fixed. Working out an ap¬ 
proach to this problem that was even partially 
acceptable to all the interested countries 
turned out to be an extremely complicated 
task requiring long and at times extremely 
acrimonious talks. Among the numerous 
meetings and consultations that were held 
within the IMF the most noteworthy was the 
session of the Interim Committee of the IMF 
which was held in Kingston, Jamaica, in 
January 1976 at which a number of important 
decisions were taken on restructuring the 
West’s monetary system. 

The result of the compromise was the de¬ 
cision to abolish the official price of gold 
and remove the obligation on IMF member 
states to contribute 25 per cent of their quotas 
in gold. The session also decided to return part 
of the IMF gold reserves to the member coun¬ 
tries and to sell a further one sixth of these 
reserves on the free market. Another decision 
taken at the meeting was to allow the central 
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banks to buy gold on the free market, a de¬ 
finite concession made by the United States to 
its partners. 

The Jamaica agreement was only possible 
after intense work had been done to bring 
the countries, particularly the US and France 
which had totally opposite points of view, 
closer together. This compromise that was 
struck at Jamaica was preceded by the first 
high-level meeting of the leaders of the six 
main industrial countries in the capitalist 
world—the United States, West Germany, 
Japan, France, Britain and Italy—in Rambou- 
illet (France). The decisions of the Jamaica 
session of the IMF Interim Committee were 
ratified in March 1978 and came into force on 
April 1 of the same year. Despite the fact that 
the Jamaica agreement was a compromise, it 
sanctioned a number of substantial changes 
in the international monetary system. 

The deep contradictions between the Uni¬ 
ted States and its partners that were brought 
to light in the course of preparing for and 
implementing the currency reform were not 
only not overcome as a result of the Jamaica 
compromise, but in fact grew worse. 

One of the main problems has always been 
the structure of currency reserves. US curren¬ 
cy strategy during the postwar period was 
aimed at limiting the role of gold and ultimate¬ 
ly ousting it from the monetary sphere. Main¬ 
tenance under the Bretton-Woods system of a 
fixed, artificially depressed official gold price 
(or in other words, a raised gold parity for 


156 


the US dollar) was dictated by the general 
intentions of state-monopoly circles in the 
United States to strengthen the dollar’s hege¬ 
mony in the capitalist monetary system. The 
anti-gold direction of US currency strategy 
during the postwar period grew stronger as 
the country’s own gold reserves were de¬ 
pleted and the US dollar began to lose its cre¬ 
dibility in other countries. During the 1960s 
Washington tried to reduce the use of gold 
in the payment of interstate accounts and 
also prevent any significant rise in its price 
on the currency markets, goals which it tried 
to achieve by getting its partners to bear 
a considerable part of the burden of support¬ 
ing the dollar. 

But the US policy of ousting gold from the 
sphere of international exchange was far 
from receiving the unanimous support of its 
Western partners. It was resolutely object¬ 
ed to among financial and state circles in 
France, who firmly believed in the impor¬ 
tance of gold as the basis of the West’s cur¬ 
rency system. Back in the mid-sixties France 
had suggested changing a considerable part 
of its dollar reserves into gold, preferring 
the noble metal to US paper money. And this 
view of gold as the most reliable basis for in¬ 
ternational monetary circulation had subse¬ 
quently a considerable influence on the posi¬ 
tion of a number of other EEC member coun¬ 
tries. 

The resistance on the part of West Euro¬ 
pean circles to US measures to demonetise 
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gold had a certain objective foundation. 
First, by the early seventies the West Euro¬ 
pean countries had almost twice as many 
gold reserves as the United States and eli¬ 
mination of the monetary role of that pre¬ 
cious metal would have meant a loss of those 
advantages which their gold reserves gave 
them. 

Second, Washington’s attempt to estab¬ 
lish a dollar standard frightened its West 
European partners with the prospect of com¬ 
pletely undermining the real value of what 
was the basis of the currency system. Despite 
differences on a number of specific issues the 
finance ministers of the Common Market 
countries, meeting in September 1971, con¬ 
cluded that it was essential to base interna¬ 
tional liquidity on gold and supranational 
reserves. At the same time they also noted that 
the role of national currencies (by which they 
had in mind the US dollar) as reserve assets 
should be reduced. 

Contrary to the United States which pro¬ 
posed canceling the official price of gold, the 
West European countries proposed lifting the 
ban that had been imposed on the central 
banks and other official bodies which preven¬ 
ted them from trading in gold on the free 
market. In November 1973 an agreement was 
reached allowing the central banks to sell gold 
on the markets at an agreed price. Since the 
price of gold on the private markets was 
considerably higher than its official price the 
Americans believed that the agreement would 


158 










help the sale of official (state) gold reserves on 
the private markets. In a bid to show the 
seriousness of their belief that having state gold 
reserves was an antiquated idea the US Govern¬ 
ment in January 1975 began auctioning state 
gold on the free market. But the other Western 
countries, particularly France, saw another 
objective in allowing the central banks to take 
part in gold trading on the free markets. They 
stressed the fact that granting the opportuni¬ 
ty to sell gold at a price that was considerably 
higher than the official price, objectively raised 
the value of the gold in the central banks’ 
coffers. 

The collapse of the Bretton-Woods system 
and the implementation of the Jamaica com¬ 
promises marked a new stage in rivalry between 
the imperialist powers in this sphere. Its most 
important characteristic consisted in the fact 
that although the dollar was still fairly strong, 
it had to all intents and purposes lost the mo¬ 
nopoly which until the 1970s it had had on 
the world’s money markets. This monopoly 
was particularly affected by the ever increas¬ 
ing tendency to currency polarisation and 
groupings around strong currencies like the 
West German mark and the Japanese yen. 
The trend reflected the operation of the law of 
the uneven development of different countries 
and areas under capitalism today, and through 
it the changing correlation of forces between 
the centres of imperialist rivalry. The weakened 
position of the dollar was first made apparent 
by the fact that financial circles in the West 
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tried to diversify their currency reserves. And 
efforts were made by state and private financial 
bodies to limit the dollar’s sphere of activity, a 
circumstance that became more noticeable as 
currencies like the West German mark and the 
Japanese yen began to play a greater role in 
international reserves and world trade. The 
tendency was also noticeably influenced by the 
process of integration that was taking place 
particularly in Western Europe. Of importance 
again was the fact that according to the new 
IMF charter, member countries were to be al¬ 
lowed to determine the parity of their own 
currency. This facilitated the formation of 
currency blocs and groupings that reflected 
the specific interests of certain countries and 
their geographical areas. 

These processes were most extensive in the 
West European centre of contemporary cap¬ 
italism. 

The idea of setting up a single currency for 
the EEC countries was first mooted in the ear¬ 
ly sixties. Its practical implementation, how¬ 
ever, was extraordinarily complex. Substantial 
differences between the Common Market coun¬ 
tries as to conditions of their balance of 
payments, the size of their gold reserves and 
the scale of their inflation put serious obstacles 
in the path of currency integration. This can be 
seen in particular through the European 
currency snake, an agreement concluded in 
1972 between a number of European countries 
to jointly “float” their currencies in relation to 
the US dollar. At different times different 





countries participated in this agreement, 
thereby reflecting contradictory nature of their 
national interests and economic structure. The 
narrow limits of fluctuation in the exchange 
rates gave certain advantages to members of 
this currency grouping, but also a number of 
serious problems were raised. One of these was 
the fact that the pivotal currency for the 
grouping was the West German mark. The 
tendency of the mark to rise influenced the 
correlation of the other exchange rates in 
relation to the dollar and this was a particularly 
unhealthy development for countries with an 
unfavourable foreign trade balance. But sub¬ 
sequent events, especially the increasing overall 
currency instability in the West, the growth of 
inflation and the catastrophic consequences of 
the fall in the value of the dollar, made the 
question of coordinating Common Market 
currency policy and jointly implementing it 
one of the most urgent tasks for the Com¬ 
munity. 

An important step towards introducing a 
single currency for the EEC was taken in 1978 
at a meeting of heads of government in Bre¬ 
men. A plan was approved to form a Europe¬ 
an Monetary System. As an immediate objec¬ 
tive the initiators planned setting up a currency 
stability zone in Western Europe on the basis 
of the close relationship between the main 
currencies of the area and their strong mutual 
opposition to the US dollar. The European 
Monetary System required the stage-by-stage 
establishment of the appropriate credit fac- 
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ilities for financing balance of payments 
deficits and maintaining exchange rates bet¬ 
ween member countries. At the first stage the 
European currency cooperation fund was to be 
expanded and subsequently a European Mo¬ 
netary Fund was to be set up as an inter¬ 
national financing organisation like the IMF, 
but on a regional scale. Member countries were 
to contribute 20 per cent of their gold cur¬ 
rency reserves and a similar amount in their 
national currencies to the overall credit resour¬ 
ces of the fund. 

From its very inception the European Mon¬ 
etary System was clearly aimed against the 
US dollar. It showed a clear desire on the part 
of Western Europe to put forward a real 
alternative to the currency strategy of 
Washington. In preference to indefinitely 
prolonging the floating exchange rates, as 
was the policy of the United States, the 
European Monetary System members want¬ 
ed fixed parities for their currencies. And 
under the European Monetary System no 
national currency of a member country would 
fluctuate more than ±2.25% from the Eu¬ 
ropean Monetary Unit (except in the case 
of Ireland and Italy where the fluctuation 
would be ±6%). 

The European Monetary System proposed 
another important alternative to US curren¬ 
cy strategy on the essential issue of the struc¬ 
ture of currency reserves. As opposed to 
the US line of ousting gold from the mone¬ 
tary sphere, the European Monetary System 
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envisaged that the precious metal should func¬ 
tion as one of the main components of the 
European Monetary Stability Fund and in 
time the European Monetary Fund. 

In the future the European Monetary Sys¬ 
tem could easily constrict the US doUar, par¬ 
ticularly in trade between the West European 
countries. At the same time within that sys¬ 
tem it is becoming increasingly apparent 
that the West German mark is playing a domi¬ 
nant role. It is therefore hardly surprising that 
the Federal Republic of Germany was one of 
the initiators of the plan to set up the Euro¬ 
pean Monetary System. Industrial and finan¬ 
cial circles in that country not only play a 
leading role in the European Economic Com¬ 
munity but are also the United States’ big¬ 
gest competitors on the world markets and 
in the sphere of international enterprise. 

As the country with the largest gold cur¬ 
rency reserves in Western Europe, West Ger¬ 
many has taken a leading position in the Eu¬ 
ropean Monetary System. The West German 
mark has the greatest weight in the “curren¬ 
cy basket” and accordingly determines the 
exchange rate for the European Monetary 
Unit. West Germany also takes the largest 
share from the currency stabilisation fund. 
Thus the mark enjoys a privileged position 
within the European Monetary System, while 
the system itself provides additional oppor¬ 
tunities for expanding the influence of West 
German industrial and financial circles in 
Western Europe. Their active role in the for- 
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mation of the European Monetary System 
was largely determined by plans to increase 
West German capital investment in the rest 
of Western Europe. Furthermore, they cal¬ 
culated that the European Monetary System 
could help to reduce speculation on the mark, 
check its spontaneous market revaluation and 
at the same time promote an increase in West 
German exports. 

France also attached considerable im¬ 
portance to the European Monetary Sys¬ 
tem, particularly as one of the main means 
of “galvanising” the Common Market and 
overcoming the serious crisis that it was go¬ 
ing through. The creation of a European 
currency stabilisation zone was considered 
in that country as the transition stage to 
the restoration of fixed exchange rates on 
a more extensive scale, a development which 
France had always wanted. 

Britain’s attitude to the European Mone¬ 
tary System, however, was somewhat am¬ 
bivalent. Though approving in principle the 
idea of a currency stabilisation zone, London 
put forwcird a number of conditions for its 
participation in the European Monetary Sys¬ 
tem. These included demands for changes 
in the Common Market agricultural policy, 
for a reallocation of EEC financial resources 
and for alterations in the principle of Com¬ 
munity budget financing. But Britain’s refusal 
to join the European Monetary System was not 
only due to financial considerations. Many 
observers noted that Britain’s position revealed 
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its government’s intention to soften the anti- 
doUar direction of the EMS and, through the 
conditions it required, to give the system 
greater flexibility so as to avoid European 
isolation, and so on. 

There are many problems and difficulties 
facing the European Monetary System. These 
arise from relations between the EMS and its 
proposed nucleus, the European Monetary 
Fund, on the one hand, and the IMF, on the 
other. A European Monetary Fund would 
mean that the European Monetary Unit be¬ 
came the reserve currency for international 
trade, a move that would substantially reduce 
the Common Market countries’ dependence 
on IMF credit. Such a possibility is looked 
upon with alarm in Washington, where they 
would like to see the IMF play an increasing¬ 
ly dominant role in the Western currency sys¬ 
tem, in so far as the former is regarded as 
an important instrument for the attainment 
of US global interests. 

All this shows that the creation of the Eu¬ 
ropean Monetary System and the planned for¬ 
mation of a European Monetary Fund mark 
an important stage in inter-imperialist rivalry in 
the sphere of currency and finance. This stage 
will be characterised by currency polycentrism 
due to the increasing conflicts between the US 
and West European centres of rivalry. At the 
same time, though on a much smaller scale, the 
Japanese yen—the currency of the third cen¬ 
tre of rivalry—has become increasingly active 
in international trade. The sharp rise in capi- 
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tal exports from Japan and the increasing share 
taken by the Japanese monopolies in capitalist 
division of labour have meant that a number 
of measures have been taken in that country in 
recent years to substantially increase the role 
of the yen in international trade. In 1976 a 
yen credit system for Japanese imports was in¬ 
troduced and foreign banks were allowed to 
buy Japanese state bonds. A year later the Japan¬ 
ese government allowed the state bonds of cer¬ 
tain other countries to be sold on the internal 
market. Numerous other measures were taken 
to attract short-term capital to Japan. Financial 
circles in that country are particularly con¬ 
cerned to attract capital from the oil producing 
countries of the Middle East and from South¬ 
east Asia. In recent years Japan has notice¬ 
ably extended its yen credit to the developing 
countries. All this means that Tokyo is fast 
becoming a centre of international finance 
and that the yen is increasingly becoming 
the medium of payment between Japan and its 
trading and financial partners in a large number 
of countries. But at the same time it is realised 
in Japanese financial and government circles 
that there are very complex problems involved 
in making the yen a reserve currency, problems 
which in the main are connected with the 
balance of payments. Thus there is a fairly 
cautious approach to the process of inter¬ 
nationalising the yen. In December 1981, the 
Japanese Vice-Minister for international finan- 
ci^ affairs, Kiichi Watanabe, declared that 
“while Japan regarded the international status 
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of the yen as inevitable, this acceptance was 
passive rather than active”.^ 

But the development of this currency poly¬ 
centrism does not mean that industrial, finan¬ 
cial and government circles in the United 
States are ready to renounce their leading role 
in the West’s monetary system. They now 
realise the need to adapt to the changing 
situation in order that the United States should 
preserve its role as arbiter in this restructuring 
of the international currency mechanism. 

But an important component of this strategy 
is the US desire that its own national currency 
should maintain its leading position in the cap¬ 
italist currency system. For this reason Washing¬ 
ton resolutely opposes any radical restructur¬ 
ing of the existing system. Confirmation of 
this can be seen in American intentions not to 
allow any significant expansion of the Special 
Drawing Rights, a supranational reserve as¬ 
set, which according to the decisions taken at 
the Jamaica meeting of the IMF was to be the 
basis of an international currency system. 

It was hoped in the West that the Special 
Drawing Rights would help to overcome many 
of the shortcomings, but the role of this 
supranational asset in the currency reserves 
remains insignificant. Apart from other reasons 
connected with the very nature of this type 
of money, the fact that the introduction of 
the Special Drawing Rights into the daily prac¬ 
tice of currency relations has been slow is due 

* Financial Times, December 21, 1981, p. 15. 
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in no small measure to the fairly acrimonious 
dispute that has gone on around them. Deep 
divisions have been revealed in the attitudes 
of the US, Western Europe and the develop¬ 
ing countries towards the purpose of the 
Special Drawing Rights and their role in the 
further evolution of the international curren¬ 
cy system. 

Thus, whereas the United States’ partners, 
particularly the Common Market countries, 
look upon the Special Drawing Rights as a 
different type of currency asset, which might 
gradually oust national currencies, particularly 
the US dollar, from the sphere of internation¬ 
al payments, in the US the Rights are regard¬ 
ed as just an auxiliary resource in relation 
to the dollar. The Special Drawing Rights, or 
paper gold as they are referred to, are seen 
only as a means of helping the US dollar 
to fulfil its reserve functions. Washington’s 
concern that the dollar should retain its func¬ 
tion as an international reserve currency 
stems from the desire to keep all those ad¬ 
vantages that US monopoly capital had from 
this. Thus Washington is not out to trans¬ 
fer the international functions of the dollar 
to a new reserve asset, but to make the new 
type of money a mere appendage to the 
dollar. One of the most important causes 
of disagreement between the United States 
on the one hand and its trading and finance 
partners. Western Europe and Japan, on 
the other is the extent to which countries 
can use the reserve currencies for meeting 
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their balance of payments deficits. Western 
Europe and Japan want the imfavourable 
balance of payments of all countries, 
including the reserve currency countries (and 
this means the United States too) to meet their 
deficits mainly through the supranational 
assets, while the role of the reserve currencies 
would be reduced to a minimum. In practice 
this would mean primarily reducing the overall 
weight of the dollar in international reserves. 
The United States, on the other hand, stub¬ 
bornly maintains the right of countries with 
reserve currencies to use these for the payment 
of their foreign debts, in other words, the 
right for the unlimited use of the dollar in 
meeting foreign payments. This feature of 
US monetary strategy explains the contra¬ 
dictory nature of its policy towards the 
Special Drawing Rights. Having at one time 
initiated the idea of creating a new type 
of international reserves, the United States 
subsequently showed no desire to bring 
about any rapid or significant increase in 
the new reserve asset within the frame¬ 
work of the IMF. 

Washington’s position is largely respon¬ 
sible for the delay in the formation within 
the IMF of the exchange, or substitution 
account. The idea behind this was to set up 
a means of limiting and ultimately doing 
away with the use of national currencies 
(primarily the US dollar) as part of inter¬ 
national currency reserves, and at the same 
time of increasing the role of the Special 
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Drawing Rights as a basic reserve asset. Part 
of the dollars held in the reserves of the cen¬ 
tral banks were to be exchanged for the Spe¬ 
cial Drawing Rights. The dollars withdrawn 
from the official reserves would then be in¬ 
vested in US government securities. Thus 
the dollar would, as it were, be recycled 
from the sphere of international currency 
reserves to the internal monetary system of the 
United States. 

The fact that for several years now the 
substitution account has not been able to get 
off the ground is due to the United States. Al¬ 
though in principle agreement to set this ac¬ 
count up has been reached, many specific 
issues still remain unsettled. Comparing the 
formation of the substitution account to the 
building of a house The Economist wrote: 
“Finance ministers have still not decided how 
big the house is going to be, who is going to 
live in it—and who will foot the bill.”^ And it 
is this question of “footing the bill”, i.e., how 
much each individual country will have to pay 
to make the whole thing function properly, 
that is a particular source of disagreement. 

But at the same time it would be naive to 
think that even if the substitution account 
were to be set up and function more or less 
successfully, it could rapidly do away with the 
tide of depreciating dollars that is currently 
flooding the world. For even then the dollar 
component would only be reduced in official 

* The Economist, October 6, 1979, p. 80. 
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reserves. If we then remember the free play of 
forces that operate on the capital markets, par¬ 
ticularly on the eurodollar market, then the 
substitution account can hardly be expected 
to exert any tangible influence at all on its 
functioning. 


2. The Exchange and Bank Rate War 

One of the main problems affecting the cur¬ 
rency system in the West following the collapse 
of Bretton-Woods and the fierce competition 
between the industrially developed capitalist 
countries is the question of exchange rates and 
their regulation. As has already been noted, 
one of the consequences of the Bretton-Woods 
collapse was the transition to floating currency 
rates which altered the situation considerably 
in the currency and finance world of capital¬ 
ism. The high dollar that existed for a quar¬ 
ter of a century since the Second World War 
favoured the export of capital and was thus 
in accordance with the aims of the monop¬ 
olies. But at the same time the high exchange 
rate for the dollar meant less favourable con¬ 
ditions for exports from the US. 

By the early seventies state-monopoly 
circles in the United States were faced with 
the fact that American goods were becoming 
less competitive on the world markets and 
this was expressed particularly in worsening 
trade balance indicators. Thus the possibility 
of devaluing the market price of the dollar 
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was considered in Washington as a highly de¬ 
sirable counterpoise to this trend. It is im¬ 
portant here to note that the floating of cur¬ 
rencies which came into practice after the 
collapse of Bretton-Woods is regulated float¬ 
ing. In other words, the currency control¬ 
lers in the various countries try to manipulate 
the exchange rate of their own currency to 
give more favourable conditions to their own 
monopolies on the world market. Obviously, 
when the market price of a currency drops, 
this favours exports. Consequently, this is 
what Washington hoped to achieve. 

Until 1971 the United States was decisively 
against any official devaluation of the dollar, 
even though the currency was depreciating all 
the time. In fact the consequences of this 
depreciation it tried to pass on to its part¬ 
ners either by getting them to buy dollars 
or to revalue their own currencies. With 
the introduction of the floating exchange 
rates the US changes the system by which 
the depreciated dollar has been passed on 
to its partners. The important thing now to 
stimulate export was to reduce the value 
of the dollar. As Business Week put it: “By 
devaluing the dollar against the mark and 
yen, the US may be able to pick up export 
markets lost by Germany and Japan and cut its 
own trade deficit—without having to cut 
back on oil imports at all.’’^ 

But at the same time Washington believed 

^ Business Week, July 25, 1977, p. 51. 
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that the unofficial devaluation of the dollar 
would make it much harder for foreign goods 
(particularly from Western Europe and Japan) 
to penetrate the internal US markets. Such 
was the essence of the US policy of “benign 
neglect” towards lowering the rate of the dol¬ 
lar, which was pursued by the Federal Reserve 
System and the US administration. 

The exchange rate for the dollar against 
the West German mark and the Japanese yen 
fell approximately one-third from 1973 to 
1978. The US monopolies tried to gain max¬ 
imum advantage out of this to increase the 
competitiveness of their goods and at the same 
time to compensate for other, less favour¬ 
able factors such as lower productivity and 
galloping inflation. The speculation that 
was rife in the West that the dollar would 
be devalued was further fired by official dec¬ 
larations from Washington insisting on the 
need to allow the currencies of those coun¬ 
tries that had a very favourable balance of 
payments to rise freely. And it was on these 
countries the United States tried to put the 
blame for the instability of the dollar, mak¬ 
ing out that Japan’s, West Germany’s and 
some other countries’ balance of payments 
surpluses were the results of these countries 
taking insufficient imports. To support the 
dollar these countries were recommended 
to make considerable increases in their imports, 
especially from the United States, on the 
basis of a general stimulation of economic 
activity. In pushing this idea the United States 
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was pursuing at least three aims: transferring 
the cost of supporting the dollar to its Western 
partners; facilitating the expansion of the US 
monopolies in the markets of their main 
competitors; and making the problem of the 
dollar closely linked with the continuing 
depressed state of the Western economy. 

But this idea did not suit West Germany, 
Japan and a number of other countries, that 
were called on to artificially bolster up their 
economies. Here government and business 
circles were fully justified in their fear that 
measures of this kind would seriously increase 
inflation. On the whole Washington was not 
successful in foisting upon its main partners, 
particularly West Germany and Japan, a pol¬ 
icy of equalising their foreign trade balances 
to suit the United States. The EEC coun¬ 
tries and Japan frequently insisted that the 
United States should put its own financial 
affairs in order and eradicate the cause that 
lay at the root of the dollar’s depreciation. 
The Western countries stressed the negative 
influence of this depreciation on the who¬ 
le of the Western economy. Thus Otmar Em- 
minger, former president of the German 
central bank, noted that “surplus dollars 
on world markets have become not only a 
major problem to the international mone¬ 
tary system but also a possible road block 
to global economic recovery’’.! 

The problem of the dollar was the focus 

! The Wall Street Journal, February 2, 1978, p. 11. 
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of attention at numerous meetings between 
representatives of Western countries held 
at various levels. In January 1978 the US 
News 8c World Report stated: “Sharp dis¬ 
agreements between the US and its major 
allies over the slumping dollar make it more 
difficult to get cooperation on a wide variety 
of economic problems.”* 

Because of the special role it still plays in 
the currency system of the West, it is not on¬ 
ly a sharp fall in the dollar’s exchange rate that 
adversely affects the economy of the capitalist 
countries, but also its excessively rapid rise. 
This was made particularly apparent in the 
early 1980s, when a number of significant 
changes took place in the correlation of ex¬ 
change rates between the major capitalist 
currencies. At a time when strong anti-in¬ 
flationary measures were being implemented 
the US Federal Reserve System began to 
sharply increase the bank rate. From May 1978 
to May 1981 the bank rate was raised twice to 
reach a record level of 14 per cent. Harsh 
restrictive measures of this kind had the ef¬ 
fect of considerably reducing the supply of 
loan capital on the internal markets. Mean¬ 
while the demand for finance sharply in¬ 
creased. The reason for this lay both in the 
economic crisis and the unprecedented de¬ 
ficit that existed in the federal budget. The 
budget deficits, inasmuch as they resulted 

* U. S. News & World Report, January 9, 1978, 
p. 33. 
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from the huge increase in military spending, 
meant that enormous resources were being 
withdrawn from the private sphere in order 
to finance government expenditure. The 
anxiety this produced on the loan capital mar¬ 
ket found its expression in a sharp increase 
in market interest rates. In summer 1981 the 
prime rate reached 20.5 per cent, a figure 
totally without precedent in the history of 
the US credit system, and an event that had 
far-reaching consequences both for the Unit¬ 
ed States itself and for the whole moneta¬ 
ry system of the West. Here it should be 
borne in mind that high rates on the in¬ 
ternal US credit market have a double ef¬ 
fect externally. In the first place, they al¬ 
ter the exchange rate of the dollar and the 
country’s balance of payments. Secondly, 
a change in credit rates in such an important 
market as the American makes it necessary 
for the central banks in other countries to 
take countermeasures and this has an inevi¬ 
table effect on their economies. As a result 
of the record rise in the bank rate in the Unit¬ 
ed States, interest on deposits in US banks 
also rose considerably. This caused a vast 
flood of short-term capital out of Western 
Europe and other countries (“hot money”) 
into the US banks. Thus the central banks 
of Western Europe were also forced to raise 
their bank rates to avoid a considerable drain 
of short-term capital and a concomitant 
worsening of their balance of payments. And 
at a time when production was falling and 
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unemployment rising, measures to restrain 
credit only served to worsen the economic situa¬ 
tion. The massive drain of capital from West¬ 
ern Europe was a cause of serious concern on 
the money markets and this in turn made any 
kind of investment extremely difficult. 

Thus began a new and extremely acute 
form of inter-imperialist competition—the 
bank rate war. Objectively it was an attempt 
on the part of the United States to get its 
partners, particularly the countries of Western 
Europe, to bear the brunt of its own economic 
difficulties, which were the result of inflation 
and unrestrained military spending. The Com¬ 
mon Market countries frequently made the 
point that the US policy of keeping the bank 
rate high was severely damaging to Western 
Europe. The French Minister of the Economy 
and Finance Delors said that the high bank 
rate policy practised by the US not only ham¬ 
pered Western Europe from overcoming its 
economic crisis, but prevented the implemen¬ 
tation of social programmes and had a gener¬ 
ally negative effect on living standards. * 

The bank rate war is one of the most im¬ 
portant examples of the contradictions that 
exist between the imperialist states. And the 
problems it gives rise to are not only purely 
economic problems, they also affect other 
spheres of relations between the imperialist 
countries. “The United States cannot,” De¬ 
lors went on to say, “ask its allies to stand 

* See Financial Times, 8, 1981, p. 1. 
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firm and contribute to the defence of the free 
world while itself practising an interest rate 
policy which weakens them (the European 
allies).The astronomic growth of US mil¬ 
itary spending was accompanied by record 
budget deficits. In the fiscal years 1982 and 
1983 the planned deficits in the federal budget 
were in excess of $100 billion. In October 
1981 the US national debt was more than one 
trillion dollars, but already in May 1984 the 
US debt approached $1.5-trillion mark and 
Congress was compelled to extend the limit 
to $1,520 billion. An enormous debt of this 
kind put a terrible strain on the loan capital 
market. State borrowing on the internal market 
in 1982 fiscal year reached 52 per cent ( as 
compared with 25.4 per cent in the 1970s). 
And this enormous government demand for 
loans has itself done much to push up interest 
rates. 

The adverse effects of US discount poli¬ 
cy for economies of the Western countries 
were discussed at a meeting of the heads 
of state of the seven leading capitalist coun¬ 
tries in Ottawa in July 1981. The leaders of 
France, Canada, Italy and West Germany 
spoke out for the need to lower interest rates 
in the United States. But Washington was 
unwilling to make any concessions to its allies. 

Speaking in Congress on July 16, 1981, Paul 
Volcker, Chairman of the US Federal Reserve 
Board, declared that the FRS would not 
change its policies even though other nations 

* Ibid. 
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were suffering. “The United States,” he went 
on, “should not and cannot assume the respon¬ 
sibility for all the economic difficulties of 
particular countries.”^ 

The effects of the enormous deficit of the 
US federal budget on the economies of other 
Western countties were discussed at a meet¬ 
ing of the finance ministers of the US, West 
Germany, Japan, Great Britain and France 
which was held in January 1982. The part¬ 
ners once more directed the attention of 
the US finance minister to the fact that the 
credit and finance policy pursued by his coun¬ 
try was impeding economic recovery and the 
fight against unemployment in other coun¬ 
tries. At the meeting it was noted that Wa¬ 
shington’s tight-money policies were stimu¬ 
lating anti-American sentiments in Western 
Europe,^ The serious distortion in interest 
rates that resulted from these “tight-money” 
policies had an adverse influence on the cur¬ 
rency exchange rates. The flow of short-term 
capital into the United States and improve¬ 
ment this brought about in the US balance 
of payments helped to push up the value 
of the dollar. From August 1980 to No¬ 
vember 1982 the average exchange rate of 
the dollar went up by 35 per cent. This in¬ 
crease appecured to be still greater in relation 
to West European currencies. For instance, 
in relation to West German mark the dollar rate 

^ U. S. News 8c World Report, 27, 1981, p. 25. 

^ See Newsweek, February 1, 1982, p. 40. 
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increased over the same period by 42 per cent; 
in relation to the pound sterling, by 45 per 
cent; to the Italian lira, by 73.4 per cent; and 
to the French franc, by 73.8 per cent. 

This sharp fluctuation in the exchange rates 
had far-reaching consequences. To evaluate 
them it is essential to realise that, apart from 
being designed to curb inflation, the sharp rise 
in interest rates in the United States was 
intended to achieve another objective—the 
pursuit of a revanchist policy in the world 
of finance by raising the exchange rate of 
the dollar and its importance as an interna¬ 
tional means of payment and currency reserve. 
Of course, it was not only the prestige of the 
currency that was of concern, but the increased 
profits for the US monopolies, particularly the 
Transnational banks. To a certain extent this 
aim was achieved, though by the use of highly 
artificial means which seriously damaged the 
economies of both the United States’ part¬ 
ners, particularly Western Europe, and the 
United States itself. 

Apart from the adverse effects on the Com¬ 
mon Market and other countries that resulted, 
as mentioned above, from the US “tight-money” 
policy, the upward leap in the exchange rate 
of the dollar in the early eighties had a visibly 
bad effect on the import of certain important 
commodities, particularly oil, for the countries 
of Western Europe and other states. Since 
the price of oil is set in dollars, lowering the 
rate of one or other currency in relation to 
the dollar means that more marks, francs. 
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lire, etc., have to be spent to get the same 
quantity of oil. According to West German 
economists a ten per cent fall in the mark in 
relation to the dollar would mean an increase 
in the cost of oil imports of $3.2 billion per 
annum. Business Week noted in June 1981 
that over the past year the rising dollar had 
pushed the cost of oil imports up 20 to 30 
per cent for many of the countries of Western 
Europe.! 

Calls from these countries for the US to put 
a stop to this excessive rise have only resulted 
in financial and government circles in that 
country taking directly opposite action. In 
March 1981 the Federal Reserve System stat¬ 
ed that it refused to intervene except in an 
“emergency”. This put the central West Euro¬ 
pean banks in an extremely difficult position. 
To avoid a sharp fall in their own currencies 
they had either to meet the costs of support¬ 
ing the US dollar or maintain the high interest 
rates that were wreaking havoc with their own 
economies. In practice the West European coun¬ 
tries, particularly those in the European Mon¬ 
etary System, had to do both. As a result not 
only was economic activity brought to a halt 
through high interest rates (as was mentioned 
above), but their currency reserves were visib¬ 
ly reduced. Thus, for example, during the first 
six months of 1981 the EMS countries spent 
more than $16 billion on economic inter- 
ventionary measures. 

! Business Week, ]une 8, 1981, p. 22. 
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The early eighties gave financial and govern¬ 
ment circles in Western Europe more than 
enough grounds to speculate on the conse¬ 
quences of their dependence on the United 
States in the sphere of currency and finance. 
The Economist wrote: “When an elephant in a 
small boat moves an inch or two, other pas¬ 
sengers risk being tipped overboard. For more 
than 10 years, Western Europe has worried 
about the American elephant. First, it was the 
buUying Mr. John Connelly, President Nixon’s 
treasury secretary, who slapped on a ten per 
cent import surcharge in August, 1971, to 
force Europe to accept a dollar devaluation. 
Then the ineffectual President Carter, who let 
the dollar slide in 1977-79 without knowing 
why. Today it is the cavalier President Reagan, 
who once proclaimed the virtue of balanced 
budgets, yet now blithely contemplates deficits 
nudging $100 billion a year. These three 
episodes have had a common thread: the fact 
that, in a world where interdependence is a 
cliche, only America can inflict more harm on 
other economies than they could ever return. 
The article went on to explain this by saying 
that although the United States’ share in the 
world economy has dropped, it remains less 
vulnerable than other countries in two res¬ 
pects: its relative independence in respect of 
foreign trade, and, what is particularly impor¬ 
tant, the still dominant role of the dollar in 
international currency. 

* The Economist, February 27-March 5, 1982, 
p. 19. 
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In the early eighties the interests of the Unit¬ 
ed States and Western Europe in the sphere of 
currency and finance were shown to he clearly 
contradictory. The point was not only that the 
“tight-money” and currency policy of the Unit¬ 
ed States deprived its West European partners 
of the freedom to manoeuvre and thus made it 
hard for them to get out of their economic 
crisis and reduce the unprecedentedly high le¬ 
vel of unemployment. Even more important 
was that this policy was extremely inconsis¬ 
tent and convulsive in character, which led to 
greater economic uncertainty and lack of con¬ 
fidence in the central banks. Confirmation of 
this can be seen in the sharp falls in the Federal 
Reserve System’s interest rates which were fol¬ 
lowed by a similar movement in those of the 
commercial banks. The banks’ prime rates rose 
from IIV 2 per cent in October 1979 to 20 per 
cent in April 1980; four months later, they 
were back to 10% per cent,^ but by the sum¬ 
mer of 1981 they were back again at 2 OV 2 per 
cent to fall again in December of the same 
year to 15 3/4 per cent. But this prime rate re¬ 
mained only two months, for by February 
1982 it was up again to 1614 per cent. 

The adverse effects of US monetary policy 
on the European countries made it imperative 
for the EEC to reduce their financial depen¬ 
dence on the United States. France suggested 
that EMS members coordinate their interest 
rates to keep them as low as possible. This 
would also make it possible for mutual credit 

‘ Ibid. 
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to be offered at lower than market rates. This 
proposal was discussed at a meeting between 
French and West German representatives in 
Paris in February 1982. But despite the fact 
that practically all the Common Market mem¬ 
bers had something to gain from an agreement 
of this kind, it was no easy matter to conclude 
it due to the differences in the economic 
situation of these countries, particularly in 
respect of inflation. 

But the difficulties experienced by Western 
Europe and Japan in freeing themselves from 
the influence of the American dollar and their 
continuing dependence on US monetary poli¬ 
cy with all its unprecedented vicissitudes and 
convulsions should not in any way be taken to 
mean that matters in this sphere are proceeding 
according to a kind of scenario composed in 
Washington. Trends that work according to the 
law of the uneven development of capitalism in 
general apply equally to its financial and mone¬ 
tary sphere. And in the long term these trends 
show that the position of the dollar will conti¬ 
nue to weaken. The leaps and bounds of the 
dollar rate in the early eighties, as was noted 
above, were the result of artificially high inter¬ 
est rates, not of improvements in the economy 
and a better trade balance. Furthermore, the 
sharp rise in the dollar rate also created its 
problems for the US economy. 

The high dollar meant American exports 
became uncompetitive. Numerous prominent 
economists and businessmen, Americans among 
them, saw this as one of the most important 
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causes of the huge US foreign trade deficit in 
the early 1980s. According to a report in the 
U.S. News & World Report, the former US Sec¬ 
retary of Commerce, Peter Peterson, said that 
three-quarters of the decline in the US econo¬ 
my since 1981 could be blamed on the trade 
deficit, which, he claimed, was mainly the re¬ 
sult of a dollar overvalued by 20 per cent^ A 
recent study for the US Trade Representative’s 
Office found that 84,000 farm employees may 
have lost their jobs in the past three years 
through declining export sales caused by cur¬ 
rency problems. 2 

The Japanese have been particularly astute 
in their exploitation of the vulnerably high 
dollar. According to the same report in the 
U.S. News & World Report, “In competition 
with US and West European firms this fall, Ja¬ 
pan won more than 2.4 billion dollars in indust- 
rial-plant contracts from nations of the Middle 
East, Southeast Asia, Latin America and Afri- 
ca.”3 

Furthermore, the Japanese have cleverly ma¬ 
naged to use the high dollar to break into the 
American market. According to Philip Cald¬ 
well, the chairman of the Ford Motor Compa¬ 
ny, the differences in exchange rates gave the 
Japanese an advantage of $1,500 per car 
in the US.4 

* U. S. News 8c World Report, December 20, 
1982, p. 54. 

2 Ibid. 

^ Ibid. 

^ Ibid., p. 55. 
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The fact that the high dollar weakens the 
competitiveness of the US companies, partic¬ 
ularly in trade with Japan, has been a notice¬ 
able cause of concern in recent years to those 
currently studying the problems of the US econ¬ 
omy. An article by the known US economist, 
C. Fred Bergsten, published in Foreign Affairs 
in summer 1982^, sees the chronically high 
dollar in relation to the yen as the main cause 
for the huge imbalance in trade between the 
US and Japan. He gives as the reason for this 
the traditional US policy of deficit financing 
the federal budget so that the whole burden of 
combatting inflation lies on credit and mone¬ 
tary policy. This results in high interest rates, 
which in turn raise the exchange rate of the 
dollar. In contrast to this, Japan’s insignificant 
budget deficits make it possible for the banks 
there to maintain relatively low interest rates. 
One of the main reasons for the low rate of the 
yen in relation to the dollar Bergsten sees in 
the reluctance of US financial bodies to inter¬ 
vene in the present situation and straighten 
out the dollar exchange rates. 

This is true, firstly for the reason that the 
currency factor is highly relevant to the low 
competitiveness of US exports and secondly 
because the problem of the dollar is closely 
connected with the state of the US credit and 
finance system. But Bergsten’s recommended 
remedies—reducing the budget deficit and right- 

* See Foreign Affairs, Summer 1982, pp. 1059- 
1075. 


ing the relationship between the budget and 
credit policies of the US—require correspond¬ 
ing measures from the Japanese side. And 
these measures boil down to a more restrictive 
credit policy and also an increase in budgetary 
expenditures. Thus the notorious term—mutu^ 
dependence—is once more used as an instru¬ 
ment of correction for the internal economic 
policy of a competitor country. 

Bergsten realises that the compromise he 
proposes is a far from simple matter, and that 
if it is at all practicable, it is only so in the long 
term. But leaving aside the realities of coordi¬ 
nating the exchange rates of two centres of 
rivalry, let us only observe that the role of the 
currency and financial sphere in global inter¬ 
imperialist rivalry will continue to grow. 

The financial and currency contradictions 
between the leading centres of contemporary 
capitalism are played out against the back¬ 
ground of the economic crisis of the early eight¬ 
ies, the rising inflation cUid the increasing dif¬ 
ficulties met in settling the balance of pay¬ 
ments. 


Table 9 


The Balance of Payments of Current Dealings 
(000 million dollars) 



1978 

1979 

1980 

1981 

1 

2 

3 

4 

5 

The-developed capi- 

talist countries 

9.5 

-31.8 

-72.7 

-35.0 

United States 

-14.1 

1.4 

3.7 

7.0 

Canada 

-4.3 

-4.2 

-1.6 

-7.5 
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V 


1 

2 

3 

4 

5 

Japan 

16.5 

-8.8 

-10.7 

4.7 

France 

3.3 

1.2 

-7.4 

-7.8 

West Germany 

9.2 

-5.3 

-16.4 

-7.7 

Italy 

6.2 

5.5 

-9.6 

-9.5 

Great Britain 

1.8 

-1.8 

7.5 

14.3 

Other OECD countries 

-9.1 

19.0 

-38.1 

-31.3 


Source: The Economic Position of the Capitalist and 
Developing Countries. Review for 198Tearly 1982. Supple¬ 
ment to Mirovaya ekonomika iMezhdunarodniye otnosheniya. 
No 8, 1982, p. 65. 

The above table shows clearly that even in 
1981 despite a certain lightening of the foreign 
payments burden, the developed capitalist 
countries had a total deficit of $35 billion. 
In view of the depressed state of the econ¬ 
omy and the rise in protectionist trends, to 
find ways to monetary improvement has 
become increasingly more complex and seems 
only likely to aggravate the contradictions. One 
of the main problems here is that of regulating 
the international currency system at a time 
when international debts are increasing enor¬ 
mously and the US dollar maintains its desta¬ 
bilising role. The former Managing Director of 
the IMF, H. Johannes Witteveen, wrote in an 
article on the general state of the capitalist mon¬ 
etary sphere: “We find ourselves in a time of 
crisis which may bring about rather fundamen¬ 
tal changes.”! In these conditions much impor¬ 
tance is attached to the role of the IMF in insti¬ 
tuting measures to restructure the financial 
system of the West. Proposals have been put 

* The Banker, November 1982, p. 17. 
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forward to substantially increase its credit re¬ 
sources, activate its coordinating role in rela¬ 
tion to the national currency bodies and even 
make fundamental functional changes in its 
work. But the very approach to the solution of 
these problems and the specific steps taken to 
implement them have once again proved to be 
an object of acute inter-imperialist rivalry. 
Prominent in this connection was the decision 
taken at a meeting of the leaders of the seven 
major industrial powers in the capitalist world 
(held in Versailles, June 1982) to form a coor¬ 
dinating group from the representatives of 
five powers whose currencies form the “basket” 
on which the Special Drawing Rights are based, 
together with a representative of the IMF. A 
specific programme for the work of this group 
was not drawn up at the meeting. But it was 
stressed that the group as well as Italy and Can¬ 
ada should work together with the IMF to 
keep an eye on the state of the international 
currency system. 

The specific forms this will take and its real 
chances of success the future will tell. But even 
at the initial stage scepticism has been voiced in 
a few governments that have consented to 
participate in the coordinating group. As The 
Banker noted, this is especially true of the Ja¬ 
panese authorities who suspect the US administ¬ 
ration of wishing to use the arrangement 
mainly as another platform from which to lec¬ 
ture other countries on their shortcomings.^ 

1 See The Banker, August 1982, p. 45. 
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The formation of the group was justifiably 
looked upon by many financial observers as the 
desire on the part of the economically powerful 
countries of the West to oust a large number of 
other countries and take control of the inter¬ 
national currency system. 






Chapter V 


IMPERIALIST RIVALRY 
AND THE DEVELOPING COUNTRIES 


The wrangling between US, West European 
and Japanese big business and the intermeshing 
of their interests are not confined to direct re¬ 
lations between them in international business, 
trade and in currency and financial dealings. 
During the last few years issues related to the 
trilateral countries’ economic and political rela¬ 
tions with the developing world have become 
increasingly poignant. 

The growing role of the developing countries 
in world economics and politics faced imperial¬ 
ist countries with the formidable task of work¬ 
ing out a common strategy towards them. On 
the other hand, the very nature and progression 
of the rivalry between imperialist countries is 
determined more and more by the degree of in¬ 
fluence the different imperialist power centres 
exert on developing states’ economies and by 
their access to the raw materials and energy 
sources as well as to the markets of these states. 
It is mainly for this reason that the formation 
by the neocolonialists of a united front not 
only does not exclude but, on the contrary, 
presupposes a trenchant struggle between US, 
West European and Japanese monopolies for 
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manufacturing and raw materials bases in the 
developing world. 

Amid a fundamental shift in the power align¬ 
ment between capitalist and socialist countries, 
the deepening of economic and social contradic¬ 
tions within the trilateral countries and the 
growing instability of the world capitalist eco¬ 
nomic order new possibilities have emerged in 
the developing countries’ struggle for national 
economic independence. In the mid-1970s 
the former colonial states raised the issue of 
creating a new international economic order. 
At the 26th CPSU Con,^ess it was noted that 
“restructuring international economic rela¬ 
tions on a democratic foundation, along lines 
of equality, is natural from the point of view of 
r history. Much can and must be done in this 

* respect”! 

%. At issue here, as was noted in the Soviet 

government’s statement “On the Restructuring 
of International Economic Relations”, is that 
“the present character of international econom¬ 
ic relations, having defined itself under a to¬ 
tally different world power alignment and re¬ 
flecting the core interests of imperialist monop¬ 
olies, came into conflict with the vital interests 
of a great number of countries and with the 
overall development of the international situ¬ 
ation. This discrepancy became especially sharp 
after the process of detente created the prerequi¬ 
sites for solving acute economic problems in the 

* Documents and Resolutions. The 26th Congress 
of the Communist Party of the Soviet Union, p. 21. 
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interests of all the world’s people.”^ 

A ravel of nettlesome problems arising out 
of the energy crisis and also from the changes 
in the entire world system of relations with de¬ 
veloping countries acutely affected all industri¬ 
ally developed capitalist states, but hit the tri¬ 
lateral countries especially hard. Strategic con¬ 
siderations in the campaign against world social¬ 
ism as well as social and economic unrest in 
the trilateral countries provoked the need for 
modifying relations with countries that had 
embarked on the road of independent devel¬ 
opment. It is no accident that in the West a 
frantic search for a new basis of relations with 
developing countries was begun in the 1970s 
and 1980s. This search was accorded primary 
importance by the Trilateral Commission’s 
experts. In a report prepared for the Commis¬ 
sion in 1976 by former Yale University profes¬ 
sor Richard Cooper, by Karl Kaiser, director of 
the Research Institute of the German Society 
for Foreign Policy in Bonn and by Kyoto Uni¬ 
versity professor Masataka Kosaka, the authors 
underscored the trilateral countries’ interest in 
the processes taking place in the developing 
countries. 2 

The realities of the economic processes occur¬ 
ring in the world today compelled the West to 
update several of its neocolonial arrangements 
and to come up with a number of new political, 
economic and ideological measures for maintain- 

* /Vatxia, October 5, 1976. 

^ See The Christian Science Monitor, February 15, 
1977,p. 15. 
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ing influence in the developing countries. To¬ 
gether these measures make up a new policy 
vis-a-vis these countries that is embraced by the 
US and some of its partners in the developed 
capitalist world. 

The new processes taking place in the devel¬ 
oping countries like no time before have prod¬ 
ded the countries of the West to form a united 
front. This was all the more urgent as the ener¬ 
gy crisis contributed to the strengthening of 
centrifugal tendencies in the world capitalist 
structure, in particular, the sharpening of con¬ 
flicts between the trilateral countries. At the 
height of the energy crisis and amid a stepped- 
up campaign by developing countries fora read¬ 
justment of international economic relations 
the United States stepped into the role of orga¬ 
niser of the industrially developed capitalist 
countries into a united front. In 1976 US Pres¬ 
ident Ford told Congress in an international 
report, “Other nations... are looking to the Unit¬ 
ed States for leadership in restoring a sound 
world economy. The first order for the United 
States in its leadership role will be the attain¬ 
ment of close cooperation among all developed 
countries. Only in this manner and from this 
base can the challenges of securing mutual ben¬ 
efits in economic relations with developing 
countries and oil exporting countries be real¬ 
ized. 


* International Economic Report of the President. 
Transmitted to the Congress. March 1976, US Go¬ 
vernment Printing Office, Washington, p. 1. 
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There are a number of reasons why the 
Americein ruling circles accord special signifi¬ 
cance to the realisation of a Washington-orches¬ 
trated policy towards the developing countries. 
First, a united front is seen as a most effective 
means for putting pressure on the developing 
countries Aat would lessen their opportuni¬ 
ties for manoeuvring and for pressing their 
sovereign interests. The collective influence 
method serves as a convenient screen for the 
predatory activities of American-controlled 
multinationals. 

Second, but just as important, in Washing¬ 
ton the coordination of the trilateral countries’ 
policy towards the developing world is viewed 
as an important instrument that would strength¬ 
en US positions among Western countries. 
At the 7th Special Session of the UN General 
Assembly in September 1975 the United States 
put forward a five-point programme on the ba¬ 
sis of which relations between industrially de¬ 
veloped capitalist states and developing coun¬ 
tries were to be built. These proposals boiled 
down to the creation by means of a system of 
compromises based on so-called interdepen¬ 
dence of conditions for the developed coun¬ 
tries to preserve their influence over the devel¬ 
oping states and attain the terms favourable to 
the former countries for use of the latter coun¬ 
tries’ raw material and energy resources. 

In a Trilateral Commission report entitled 
“An Outline for Remaking World Trade and 
Finance”, it was suggested that the US, Western 
Europe and Japan, in their relations with the 
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developing countries, “should have in mind a 
broad glooal strategy for the management of 
interdependence”.! What the authors of this 
report meant by “management of interdepen¬ 
dence” was that the trilateral countries should 
agree on measures for establishing control over 
the economic development processes taking 
place in the developing countries. In another 
Trilateral Commission report, called “A Turn¬ 
ing Point in North-South Economic Relations”, 
prepared by Columbia University professor 
Richard Gardner, Japanese economist Saburo 
Okita and former EEC Minister for Aid to De¬ 
veloping Countries Udink, the authors stressed, 
“There are critical turning points in history 
when the lives and fortunes of large numbers of 
human beings hang upon the outcome of deci¬ 
sions taken by a small handful of national lead¬ 
ers. We have reached such a turning point in 
relations between the advanced industrialised 
countries of Europe, North America and Japan, 
on the one hand, and the developing countries 
of the Middle East, Africa, Asia and Latin 
America on the other. 

The idea of interdependence between the 
industrially developed and the developing coun¬ 
tries, being promoted mainly by American eco¬ 
nomists and political scientists, has two maun 

* The Christian Science Monitor, February 15, 
1977, p. 15. 

2 Trilateral Commission. Task Force Reports; 1-7. 
The Triangle Papers, New York University Press, New 
York, 1977, p. 59. 
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objectives. Its first objective is to bring together 
the industrially developed capitalist states in a 
united front that would oppose the interest of 
the developing countries. It might be recalled 
that US diplomatic officials leaned heavily on 
the interdependence argument in trying to dis¬ 
suade various industrially developed capitalist 
countries from negotiating separately with de¬ 
veloping states on various aspects of their rela¬ 
tions. 

Its second goal is to bind the hands of the 
developing countries, to prove to them the fa¬ 
tal inevitability of going along with the econom¬ 
ic policy of the chief capitalist states, that is, 
to continue to be suppliers of energy and raw 
material resources on terms dictated by the 
West. The West views industrial development in 
the developing world merely as an adjunct to 
the transnationals’ technological complexes 
but without losing sight of the broader aspects 
of these countries’ partnership with the West, 
including political. To illustrate this fact we 
might once again refer to the above-mentioned 
Trilateral Commission report, which noted, in 
part, “The Triangle world increasingly needs the 
developing countries as sources of raw materi¬ 
als, as export markets, and most important of 
all, as constructive partners...”^ 

The developing world answered the plea for 
preserving inequitable economic relations with 
a campaign to put in place a new international 
economic order free from discrimination. As 

1 Ibid., p. 67. 
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was pointed out in the economic declaration 
of the non-aligned countries adopted in Co¬ 
lombo in August 1976, the elimination of for¬ 
eign aggression, occupation, apartheid, racial 
discrimination, imperialism, colonialism, neo¬ 
colonialism, of all forms of dependence, inter¬ 
ference in internal afflairs, domination and 
exploitation, is of extreme importance for the 
economic progress of these countries. Fighting 
for these goals the developing countries de¬ 
mand that the unbalance in exchange, primari¬ 
ly in foreign trade, be eliminated. For devel¬ 
oping countries, the problem of terms of trade 
is of special significance. These countries must 
systematically expand their exports in order to 
acquire the hard currency needed to import the 
production means, technologies and consumer 
items required by them. However, on the world 
capitalist market exports from developing 
countries encounter two formidable obstacles. 
The first is price discrimination in agricultural 
produce, which continues to be the main item 
of their exports. As Tanzania’s President Julius 
Nyerere put it, to buy a seven-ton truck in 
1981, his country had to produce four times 
as much cotton, or three times as much coffee, 
or ten times as much tobacco, as it took to 
purchase the same vehicle five years earlier.^ 
The second barrier is the West’s protectionist 
policy towards export items produced by the 
young industries. The imperi^ist states, while 
vocally declaring their desire to lift the barriers 


* r/me, January 10, 1983, p. 8. 










to imports from developing countries, are in 
fact putting in place an elaborate system for 
blocking such imports. As a rule, various types 
of selective measures are being employed under 
various pretexts to infringe upon the rights of 
individud states or of whole groups of states. 
For instance, a 1974 law on trade with the US 
relieves developing countries from duties on 
exports to the US. However, the law contains 
reservations that practically nullify any of the 
privileges granted. To wit, preferential treat¬ 
ment does not extend to the OPEC countries. 
Also excluded are countries that grant prefe¬ 
rential treatment to other advanced capitalist 
states, but not to the US. In addition, the law 
gives the US president authority to deny pref¬ 
erential status to countries he deems undeserv¬ 
ing of special treatment. The presence of such 
clauses allows discriminatory measures to be 
applied against any country or group of coun¬ 
tries that opposes economic or political inter¬ 
ference in its internal affairs. The US reserva¬ 
tion of its right to deny preferential treatment 
to countries granting other developed coun¬ 
tries bigger advantages than are granted to the 
US is aimed not only against developing 
countries but at its partners—the EEC and 
Japan, as well. The aim of such actions is to 
hamper US competitors in forging closer 
economic ties with various groups of deve¬ 
loping countries. 

The American extension of trade preference 
to developing countries in most cases does not 
include a large number of items of great impor- 
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tance to the export trade of these countries. 
Among them are textiles, clothing, shoes, sev¬ 
eral types of electronic goods, manufactures ^ 
from steel or glass, etc. It is therefore not ac- ( 
cidental that in the developing countries the ■ 
1974 US law on trade is viewed as an act of 
economic and political aggression. 

West European countries and Japan have 
built their trade relations with developing 
countries on similar principles. For instance, 
in 1982, the EEC, while granting freer access 
to its markets for goods from certain less in¬ 
dustrially advanced countries drastically cut 
back on imports of a number of other goods by 
instituting a system of harsh quotas. Moreover, 
imports from developing countries which are 
considered potentially dangerous rivals encoun¬ 
ter an ever growing web of protectionist laws. 

As witness of this is France’s setting into place, 
in 1981, of additional limitations of imports of 
certain manufactured goods from Hong Kong, 
South Korea and Taiwan. 

Still, the EEC and Japan display a more 
flexible approach than the US to imports 
from the developing world, in many cases creat¬ 
ing highly preferable conditions for imports 
of agricultural produce and even manufactured 
goods. In the capitals of Western Europe ^ 
and in Tokyo, this flexibility is viewed as a 
necessary sacrifice for securing the attachment ^ 
of less advanced countries and as a means for ' 
clearing the way for the expansion into these ' 
countries of their transnational corporations. | 
This might explain why trade between EEC j 
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countries and Japan and the developing world 
grew at a brisker pace than did trade between 
the US and the developing countries, parti¬ 
cularly since the mid-sixties. As an indication, 
between 1965 and 1976, US imports of goods 
from the developing world grew by 3.8 times; in 
contrast, developing-world exports to the EEC 
at the end of this period were 5.5 times higher, 
and to Japan almost thirteen times higher. This 
means that whereas in 1965 the US was the larg¬ 
est importer of goods from developing coun¬ 
tries of the three centres of rivalry, by 1976 it 
had lost this honour to the Common Market. 

Strategically, the blocking of the developing 
countries’ progress towards real economic 
independence and the maintenance and con¬ 
solidation of the multinationals’ special po¬ 
sition in the economies of these countries 
is the foundation on which the interests of 
all the front-line capitalist states rest. Despite 
differences in their approach to specific aspects 
of a solution to energy and raw material woes 
and to some aspects of trade relations with 
developing countries, the US and its partners 
put forth a united front when the question is 
raised about protecting the interests of monop¬ 
olies in the developing world and perpetuat¬ 
ing the exploitation of the local people. Thus, 
despite certain private differences, at Ram- 
houillet, in November of 1975, the leaders of 
the front-line capitalist states in unison rejected 
the developing countries’ demands for the in¬ 
dexing of raw material prices. The demand, 
long put forth by suppliers of raw materials. 














calls for the prices of raw materials exported 
by these countries to be pegged to the prices 
for imported industrid goods which steadily 
rise owing to inflation. The West’s refusal to 
meet the developing countries halfway on this 
issue can be largely attributed to the main 
point of its unity—to keep to the minimum 
principal concessions to the developing coun¬ 
tries, whose consequences might mean a real 
restructuring of international economic rela¬ 
tions. 

The West displays a certain amount of unity 
as well in questions of the developing countries 
paying off their briskly mounting external debt. 
In the first half of 1984 the total indebtedness 
of the developing world reached the astronom¬ 
ical sum of almost $800 billion. Among the 
causes of this unprecedented misalignment in 
international financial relations can be counted 
the already mentioned sharp exacerbation in 
the conditions of trade for the developing 
countries (oil importers), various forms of 
plunder of these countries by foreign indus¬ 
trial, trade and other monopolies, the af¬ 
termath of inflation in the West, as well as the 
accelerated expansion of transnational banks 
which have sharply stepped up their penetra¬ 
tion of the developing world, especially through 
their operations on the Eurocurrency market. 

The developing countries’ yearly losses re¬ 
sulting from the export of profits by the foreign 
monopolies, the manipulation of purchase 
prices and sales in intra-firm trade, exorbitant 
payments for licenses and transportation, the 
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“brain drain”, the devaluation of export earn¬ 
ings as a consequence of galloping inflation in 
the West, etc., exceed $100 billion.^ 

The expansion of banking monopolies to the 
developing world is strategically viewed as a dis¬ 
tinct method to facilitate exports to the devel¬ 
oping countries from industrially advanced 
states. What’s more, the financial oligarchies 
of the West have calculated upon gaining a 
stranglehold on the developing states by extend¬ 
ing them high-interest loans. As a result, loans 
and credits extended by private Western banks 
to developing countries have risen to such 
proportions as to cast doubt on the prospect of 
these obligations being paid off in time. Protec¬ 
tionist measures enacted by the West against 
imports from the developing world, parti¬ 
cularly during times of economic crunch, serve 
to worsen these countries’ possibilities to settle 
their accounts. Many developing nations have 
been required to repay obligations that have 
grown to a level greater than their total export 
earnings. 

The rise in interest rates and inflation in the 
West sent forth a tidal wave that swept the de¬ 
veloping world. Since a large proportion of the 
loans given to these countries are done so at 
a so-c^ed floating interest rate, which follows 
the London Interbank Offered Rate (LIBOR), 
there has been a systematic rise in the cost of 


^ Mirovaya ekonomika i mezhdunarodniye otno- 
sheniya (World Economy and International Relations), 
No. 4, 1983, p. 36. 
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borrowed funds. According to Time magazine, 
“Between 1976 and early 1982, the London 
Interbank Offered Rate, against which most in¬ 
ternational borrowing is set, zoomed from 6 
per cent to 15 per cent. Each one-point rise 
added an estimated $2 billion to the developing 
countries’ annual debt bill.”^ 

As was already mentioned in the previous 
chapter, one of the major reasons for such adra- 
matic growth in the cost of borrowed funds is 
US monetary policy, which is in turn affected 
by astronomical military spending. 

Many economists in the West acknowledge 
the fact that the financial woes of the develop¬ 
ing nations are caused to a large degree by 
factors outside of their control. Robert Solo¬ 
mon, a well-known US specialist on financial 
matters, said in this regard, “It cannot be 
overemphasized that the recession and high in¬ 
terest rates in the industrial countries are at the 
heart of debt-servicing difficulties.”2 The devel¬ 
oping countries are being seriously impaired 
by financial disorders in the capitalist world 
and by sharp fluctuations in currency rates, 
particularly that of the American dollar. The 
IMF’s guidelines for distributing SDR-type re¬ 
serve assets and its practice of financing balance 
of payments deficits are clearly discrimina¬ 
tory towards developing countries. 

At the same time, behind the West’s unit¬ 
ed front in relations with the developing 

1 rime, January 10, 1983, p. 8. 

2 Ibid. 


204 





world stand significant differences, and at 
times even wide gulfs on a number of speci¬ 
fic problems. Each centre of imperialist ri¬ 
valry, and on certain issues separate countries, 
have their own specific interests in the devel¬ 
oping world, and at times prefer to take a 
different approach to protect their interests. 
A good example of this are the actions unde¬ 
rtaken by the leading countries of the West to 
coordinate efforts during the energy crisis. 

The US assumed the role of organiser of a 
united front of oil-consumer states. Speaking 
on the matter of joint actions by the capital¬ 
ist countries in the face of the energy crisis, the 
then US Secretary of State Henry Kissinger 
announced, “A great responsibility rests upon 
America... Without our dedication and lea¬ 
dership no progress is possible.”^ A number of 
objectives were soon laid down in Washington. 
One of them consisted in using the pressure of 
a firmly united association of the leading 
capitalist states to force the OPEC countries to 
abandon the conducting of an independent 
pricing policy and thereby reinstate the influ¬ 
ence of the International Oil Cartel, in which 
American companies play a leading role. 
Another objective was, through the creation of 
a united front of oil-consuming nations, to con¬ 
solidate the preponderant position of the US 
and thus maintain a decisive say in the energy 
policy of the West. To further this last aim, the 
US backed the creation in November 1974 of 
the International Energy Agency (lEA), of 

^ The Times, November 16, 1974, p. 6. 
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which eighteen front-line capitalist oil-import¬ 
ing states became member. According to the 
initial intentions of its founders, the lEA was 
to carry out a wide range of measures for form¬ 
ulating and enacting a consensus policy of 
the oil-consuming nations. Among other things, 
the Agency was called on to give its members 
scientific and technical assistance in developing 
energy resources and to set up a system of mu¬ 
tual deliveries and financial assistance for pur¬ 
chasing oil should a critical situation arise. The 
main design of the Agency, however, was to 
pressure the producer countries to lower oil 
prices. Such an attempt was made, among 
other places, at the Conference on Interna¬ 
tional Economic Co-operation, held in Paris in 
December 1975. 

From the very start the US viewed the lEA 
as a tool which it could use to consolidate its 
predominant position among the industrially 
advanced capitalist states. The IE A adopted as 
the main criterion for determining the distribu¬ 
tion of votes the volume of oil consumed, by 
which the US gained more than one-third of 
the votes, or, in practical terms, veto power. 

However, Washington’s plans for using the 
lEA as an effective instrument for forging a 
common energy policy of the industrially ad¬ 
vanced capitalist states under US leadership 
were not fully realised. This partial failure can 
be attributed to the differences in approach to 
the energy policy displayed by the US, its West 
European allies and also Japan. These differ¬ 
ences grew out of a preponderance of objective 
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reasons, the chief one being the varying degree 
to which the capitalist countries are dependent 
on imported oil. 

Irrespective of the hefty rise in the share of 
imported oil in the last few years, the US, by 
virtue of its ovvn vast energy resources, remains 
one of the least susceptible of the advanced 
capitalist states to an interruption of imported 
oil. It must be taken into account also that the 
main energy import—oil—makes up a lesser 
share in the US energy balance than it does in 
that of the Common Market countries and 
Japan. Western Europe’s and Japan’s greater 
proportional consumption of oil can be ex¬ 
plained in part by the lesser significance of 
natural gas in their energy balance as compared 
with the US. In the face of this heavy emphasis 
on oil, Japan has practically no oil resources of 
its own, and the possibilities of Western Europe 
achieving self-sufficiency in oil, despite its 
North Sea deposits, are quite limited. 

It is only natural, therefore, that Western 
Europe and Japan were more reluctant than 
the US to confront the oil-exporting states. 
Washington’s allies found it much more realis¬ 
tic to solve their energy troubles by applying a 
flexible tactic of negotiations and diversifying 
the sources of their oil supplies than by trying 
to exercise pressure on the oil-supplying na¬ 
tions. Most forceful in applying this tactic was 
France, which declined membership in the lEA. 
The Agency itself was plagued by open conflict. 
One disagreement arose over the American 
partners’ refusal to go along with a US demand 
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to significantly reduce purchases of oil in order 
to apply pressure on the OPEC countries. The 
West European countries and Japan, in re¬ 
jecting this pressure tactic, expressed their 
desire to develop independent contacts with 
the oil-producing countries and to not bind 
themselves to any lEA decisions. 

Truly indicative in this respect is the posi¬ 
tion taken by Japan. At a conference of 
oil-consuming nations in February 1974, 
before the creation of the IE A, Japan voiced its 
opposition to a confrontation with OPEC 
states 2 ind withheld its support for the idea of 
the oil-consuming nations pressuring the 
oil-producing states. Later in 1974, Japan in 
fact rejected entirely the US-backed plan to cut 
oil consumption in order to force concessions 
out of OPEC. 

The bickering between the US and Japan 
over questions of an energy policy and also 
over Japan’s determination to forge direct ties 
with oil-producing countries was prompted in 
large part by Japan’s desire to gain access to oil 
in curcumvention of the International Oil Car¬ 
tel and the American companies controlling it. 
It was precisely for this reason that in the mid¬ 
seventies Japan unfurled its diplomatic ma¬ 
chinery in a bid to upgrade relations with coun¬ 
tries in the Middle East. Part of its efforts 
consisted in handing out a deluge of financial 
assistance in exchange for a guarantee of stable 
oil supplies. In August 1974, Japan and Iraq 
signed an agreement for a guaranteed delivery 
of 160 million tonnes of oil to Japan over a 
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ten-year period. This was the first major 
accord concluded by Japan with an oil-pro¬ 
ducing country outside of the International Oil 
Cartel. It was soon followed by a compact on 
economic and technical cooperation with Sau¬ 
di Arabia which also guaranteed Japan an unin¬ 
terrupted supply of crude. Japan later entered 
negotiations with Saudi Arabia on the construc¬ 
tion in that country of oil-refining, chemical 
and metallurgical combines with an overall 
price tag of $2.3 billion. In addition, agreem¬ 
ents on scientific and technical cooperation 
were concluded by Japanese companies with 
Algeria, Egypt and other countries. 

The West European states as well effectual¬ 
ly rebuffed the US-sponsored idea of knocking 
together a united front against oil-exporting 
nations and opted for a more flexible strategy 
of negotiations with these states. In the mid¬ 
seventies, West European governments in un¬ 
mistakable terms condemned the war-like state¬ 
ments made by a number of highly-placed US 
officials on the possibility of force being used 
on the oil-producing states. The magazine U.S. 
News & World Report acknowledged that 
“Mr. Kissinger’s ‘get tough’ strategy is encoun¬ 
tering strong resistance from Western European 
countries. They are alarmed by hints of possi¬ 
ble military intervention and are unenthusiastic 
about the idea of ‘confrontation’ with the pro¬ 
ducing nations.”^ 

* U. S. News Sc World Report, January 20, 1975, 

p.21. 
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During the Iranian crisis, the US was unable 
to gain the total obedience of its allies. What’s 
more, the American policy of unconceaded 
blackmail and discrimination against Iran in the 
financial sphere drew a tide of criticism from 
West European governments. 

In Western Europe, governments viewed the 
forging and strengthening of multilateral con¬ 
tacts with Arab states as a prime alternative to 
the American plan of moulding a united front 
of Western powers to confront the producing 
nations. The start of the so-called Euro-Arab 
dialogue goes back to the end of 1973 when 
the nine EEC countries voted to establish con¬ 
tacts with the producing countries on questions 
concerning economic and industrial coopera¬ 
tion. Within the confines of this cooperation, a 
whole battery of measures for improving indus¬ 
try, agriculture, a number of branches within 
the infrastructure, etc., were intended. 

Yet, in spite of the determination of both 
sides to see these projects to fruition, many of 
them will remain unrealised largely as a result 
of the obstructionist policy of the US and the 
US-inspired turn for the worse in the Arab- 
Israeli conflict. 

Above we already mentioned^ that the West 
European countries were determined to estab¬ 
lish direct purchasing arrangements with OPEC 
countries in order to weaken their dependence 
on the American dollar in such a vital sphere as 
payment for energy imports. Altogether, the 

^ See Chapter IV. 
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EEC and Japan’s less firm policy which takes 
into account local conditions allowed them to 
achieve larger results than the US in the 
development of bilateral trade and of other 
forms of cooperation with the producing 
states. This is confirmed by the dynamics 
of imports by oil-producing countries from the 
primary economic centres of the West. 


Table 10 


Imports by Arabian Peninsula States from the 
Primary Economic Centres of the West 
(000 million dollars) 



1974 

1975 

1978 

1979 

1980 

US 

1,079 

1,775 

5,832 

6,921 

8,718 

EEC 

1,566 

3,539 

9,890 

14,815 

18,114 

Japan 

1,189 

1,654 

5,581 

6,607 

9,034 


Source: Direction of Trade Yearbook^ International Mone¬ 
tary Fund, Washington, 1980, 1981. 


As is seen in the table, by the start of the 
current decade imports by Arabian Peninsula 
states from the EEC were more than double 
those from the US, while in 1974 they were 
only one and a half times as much. Also, in 
the mid-seventies, Japan lagged behind the 
United States in the total value of exports to 
this group of countries, whereas by 1980 it had 
nudged the US into third place. For the three 
centres of imperialism, the general guidelines 
of an energy policy have been a point of con¬ 
tention. Save for a few compromises, the tri¬ 
lateral countries have not as yet been able to 
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reach accord on what these guidelines should 
be. Officials from West European countries 
have repeatedly pointed out that many of 
the economic adversities of the West, such as 
inflation and currency instability, were in large 
measure due to the absence in the United 
States of an effective energy policy. 

In the seventies, the US began to buy up 
mass quantities of oil. This buying spree was 
one of the major causes of the US trade bal¬ 
ance sliding over into the red. All this greatly 
undermined the stability of the US dollar, 
egged on world inflation and introduced 
disorder into the system of international 
payments. Later, due to measures to conserve 
energy and to a dramatic decline in industrial 
output, US oil imports tapered off. Yet despite 
this and the tendency that emerged in the first 
few years of the eighties of increased con¬ 
sumption of solid fuels and of other sources of 
energy, the share of oil in the US energy ba¬ 
lance continues to remain rather high. There¬ 
fore, the gap between US oil production 
and consumption will be filled with imports of 
liquid fuel. 

No wonder, then, that US energy plans cen¬ 
tre on ensuring guaranteed access to the energy 
resources of developing countries, particularly 
those in the Middle East. This region is the 
focus of US energy appetites because of its 
possession of the world’s largest oil reserves, 
its large share of world petroleum output, and 
because of it being the largest supplier of oil to 
Western Europe and Japan. The main objective 
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of the present US strategy towards the Persian 
Gulf states is the guarantee of permanent ac¬ 
cess to their oil reserve to meet the growing 
needs of the US, Western Europe and Japan. 

Thus, US plans for the Middle East include 
not only a guarantee of access by US cor¬ 
porations to the region’s oil reserves but 
also the opportunity to have influence over the 
supply of energy to its allies, using this leverage 
as an additional weapon for putting pressure 
on Western Europe and Japan. As we can see, 
the US strategy gives priority to pressure tac¬ 
tics and the maximum use of the influence of 
its military presence in the region. Under the 
pretext of defending the Middle East petro¬ 
leum industry from an external threat, in the 
seventies the US began an unprecedented build¬ 
up of its armed forces in the Middle East and in 
bordering regions. “Imperialist circles think in 
terms of domination and compulsion in rela¬ 
tion to other states and peoples,’’ it was re¬ 
marked at the 26th CPSU Congress. “The mo¬ 
nopolies need the oil, uranium, and non-ferrous 
metals of other countries, and so the Middle 
East, Africa and the Indian Ocean are pro¬ 
claimed spheres of US ‘vital interests’. The US 
military machine is actively thrusting into these 
regions, and intends to entrench itself there for 
a long time to come.’’^ 

The US Administration stepped up the for¬ 
mation of the so-called Rapid Deployment 

* Documents and Resolutions. The 26th Congress 
of the Communist Party of the Soviet Union, p. 28. 
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Forces, which can be dispatched at a moment’s 
notice to the Middle East or to any region of 
strategic interest to the US. 

The buildup of the US military presence in 
the Middle East and the strengthening of its 
strategic cooperation with Israel are the object 
of vicious attacks by the Arab states and 
other developing countries. However, Washing¬ 
ton’s bolstering of its military presence in the 
region has generated justified concern among 
several of US allies in Western Europe and Ja¬ 
pan. They view the formation of the Rapid 
Deployment Forces and the concentration of 
US naval forces in the Indiem Ocean and Per¬ 
sian Gulf regions more as the creator of an ex¬ 
plosive situation in these regions than as a 
guarantee of the safety of oil transportation 
routes. 

US policy towards Latin America is clearly 
marked by an increased aggressiveness of Ameri¬ 
can imperialism in the eighties and a rebirth of 
the former colonial policy of gunboat diplom¬ 
acy. Going all out to preserve the positions 
of its monopolies in this region, the US has 
proclaimed Latin America a zone of its special 
responsibility. At the core of US policy is a 
struggle against revolutionary movements and 
the keeping in power of regimes favourable to 
Washington. So-called economic “aid” is used 
to carry out this task. For example, according 
to the Caribbean initiative unveiled by Presi¬ 
dent Reagan in 1982, two-thirds of all funds 
set aside for Latin America are to go to El Sal¬ 
vador, Costa Rica and Honduras—countries that 
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are of the greatest interest in the military plans 
of Washington. The American policy of pres¬ 
sure has bred profound fears among US allies in 
Western Europe, which call for a more discreet 
course towards the countries of this region. 

This was particularly evident during the course 
of the American aggression against Grenada in j 

1983. ^ Ij 

An important direction of neocolonialism’s | 

efforts and, in addition, an arena of heightened l| 

competition between the centres of imperi¬ 
alism is the export of capital to developing 
countries and the struggle for a sphere in which 
to invest it. The system of direct foreign capi¬ 
tal investments continues to remain the main 
instrument for exploiting developing countries. 

Bearing witness to the special role played by 
the exploitation of developing countries in i 

the system of sources of enrichment of monop¬ 
olies is the fact that in developing countries 
the return on capital is from one and a half to 
two times higher than it is in advanced coun¬ 
tries, with a tendency for further growth. ' 

For example, the average return on investment ' 

in the developing countries rose from 17 per 
cent in 1966 to 22 per cent in 1980. ^ 

Starting in the mid-seventies, the trilateral i 

countries have noticeably stepped up direct in- 
vestments of capital in the economies of the j 

developing states. The greater part of this growth I 

1 Mirovaya ekonomika i mezhdunccrodniye otno- 
sheniya (World Economy and International Relations), 

No. 4, 1983, p. 37. 
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is being absorbed by the so-called new industri¬ 
al countries. They include Brazil, Argentina 
and Mexico in Latin America, South Korea, 
Taiwan, Hong Kong and the ASEAN states in 
East and Southeast Asia and the oil-producing 
states of the Near and Middle East. The inten¬ 
sification of the flow of investments in these 
states by transnationals was prompted by the 
heightening of the rivalry between imperialist 
states for goods markets and sources of raw 
materials, the Western monopolies’ urge to con¬ 
solidate their positions in countries rich in raw 
materials and energy resources and the need to 
transfer energy-, capital- and labour-intensive 
industries to developing countries. The desire 
of Western monopolies to create conditions for 
strengthening the technological dependence of 
developing countries plays a large part in this 
strategy. 

A sore spot in relations between the ad¬ 
vanced capitalist states and the developing 
world is the attitude towards private capital 
investments. This friction is the result of the 
yearning of state-monopoly quarters to see to 
it that transnationals have complete control 
over their affairs in developing countries and 
their determination to resist any control over 
the activities of the transnationals’ subsidiaries. 
The working out of various measures aimed at 
stimulating the export of private capital to 
developing countries is one of neocolonialism’s 
most important weapons. Among other things, 
an American proposal to form an International 
Investment Fund unveiled at the Seventh 
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Special Session of the UN General Assembly I 

served precisely this purpose. The aim of this 
fund was to create more favourable conditions 
for investments of private capital in developing 
countries, in particular, through compensating 
private investors for possible losses. 

In the past, imperialism worked to hamper i 

the creation of an industrial base in developing ; 

countries. Today, however, the strategy of the 
imperialists is aimed at fostering the emergence 
of developing world industry, but with one 
crucial condition—that these countries become 
an industrial offshoot of the West. Precipitated 
by a worsening of the economic situation in 
the seventies and the early eighties and growing 
labour unrest, the tendency peculiar to capital¬ 
ism of transfering production to regions where 
labour costs are cheaper to lower production 
costs intensified sharply. 

The monopoly circles of the West view the 
export of capital to the developing countries as 
an important means for drawing these coun¬ 
tries into the international capitalist division of 
labour. The demand for an essentially unim¬ 
peded flow of foreign capital into the develop¬ 
ing world is advanced by the developed capi¬ 
talist states as an important condition within 
the framework of the so-called North-South 
dialogue. This dialogue was initiated in 1975 
at the Paris Conference on International Eco¬ 
nomic Cooperation. The very fact that such a 
conference was convened with the participa¬ 
tion of a group of developing states reflected 
the profound changes that had taken place in 
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the world capitalist economic system. The 
necessity of the US, Western Europe and Japan 
to enter such negotiations was dictated primari¬ 
ly by the heightened role and influence of the 
developing states without whose participation 
it is now already impossible to resolve the 
pressing issues of international economic rela¬ 
tions. Moreover, the idea of a North-South 
dialogue was an ingenious ploy thought up by 
the imperialist states in response to the devel¬ 
oping countries’ demand for the creation of a 
new, just international economic order. De¬ 
ploying this idea, the Western powers, headed 
by the United States, Great Britain and West 
Germany, resolved to head off a proposal by 
the developing countries to hold within the 
framework of the United Nations global talks 
on the problems of raw materials, energy, 
trade, currency and financial relations and on 
other burning issues. 

The Western powers’ demand for an unim¬ 
peded flow of foreign capital into the econo¬ 
mies of the developing countries was the cen¬ 
tred topic of all “rounds” of the negotiations 
within the framework of the dialogue. The de¬ 
veloping states were subjected to particularly 
heavy pressure to accept this demand at a 
scheduled meeting of the developed and the 
developing world in Cancun, Mexico, in Octo¬ 
ber 1981. US President Reagan set forth as the 
condition for talks the improvement by de¬ 
veloping countries of the atmosphere for the 
inflow of private capital. 

Taking an approach to the developing world 
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that is in principle similar to that of the United 
States, US allies in addition do not miss an 
opportunity to squeeze out the surplus value 
through exploitation of the population in the 
developing world. A noticeable shift has oc¬ 
curred in the inflow of investments to the devel¬ 
oping world away from the predominance (and 
sometimes monopoly) of American capital 
towards the increasing presence of capital of 
West European and Japanese origin. A vivid 
example of this is Latin America, where 20 to 
25 years ago American capital still reigned su¬ 
preme. In the mid-sixties, according to the vol¬ 
ume of direct private investments in Latin 
America, the US outstripped Great Britain by 
six times. West Germany by 13 times, France 
by 22 times and Japan by 26 times. At the 
start of the eighties, things looked entirely dif¬ 
ferent US direct investments were at $38.3 
billion with $25.5 billion invested by Western 
Europe and $6.2 billion by Japan. 

The West European and Japanese monopo¬ 
lies at times display greater flexibility and adapt¬ 
ability to local conditions. Indicative in this 
respect is the tactic used by Japanese monopo¬ 
lies of setting up mixed companies, which 
allows them to more easily wedge themselves 
into the production and marketing sectors of 
a developing country and to apply various 
forms of cooperation with local capital. The 
use by Japanese business of flexible tactics 
and a wide array of compromises has allowed 
it to present a real challenge to American mo¬ 
nopolies in areas which were not long ago 
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virtually exclusive preserves for American busi¬ 
ness. For example, together with West Europe¬ 
an firms, Japanese firms are putting up a strong 
challenge to American companies in the fight 
for markets in Mexico. Japanese business circles 
are utterly interested in receiving Mexican 
oil. During a visit to Mexico in January 1981, 
former Japanese Minister of Internationcil 
Trade and Industry Tanaka discussed with 
Mexican officials a trebling of oil deliveries to 
Japan in exchcuige for a 150-billion-yen loan to 
Mexico. Such type of actions clearly mesh 
with the interests of US corporations, which 
have their mind set on laying their hands on 
Mexico’s oil reserves, in part, through the set¬ 
ting up of the so-called North American Eco¬ 
nomic Community, which would include the 
US, Canada and Mexico. US state-monopoly 
circles believe that the creation of such a com¬ 
munity will foster the consolidation of their 
positions in the region and help bar the pene¬ 
tration of US competitors into these countries. 

Japan and US allies in Western Europe have 
stepped up their competition with the United 
States in Asia as well. 

Southeast Asia, especially the ASEAN 
countries, has become a zone of strident com¬ 
petition among the imperialist powers in recent 
years. At the end of 1981, overall investments 
by Japanese corporations in this group of 
countries stood at seven billion dollars. Al¬ 
though this sum is still short of American 
investments (around $ 8.8 billion), Japanese 
corporations have outinvested American in- 
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vestors in a number of individual spheres. In 
1977, Japanese investments in Indonesia, the 
largest state in the region, were at $2.2 billion, 
more than double American investments. 

The onslaught of Japanese capital into the 
states of the Near and Middle East and its 
active participation in the development of oil 
extraction and the petrochemical industry in 
this region on the basis of direct ties with the 
developing countries greatly undermines the al¬ 
ready weakened positions of the International 
Oil Cartel and the American, British and Dutch 
capital subsidising it. 

Japanese corporations, in diversifying their 
business activities in the developing world, dis¬ 
play particularly great interest in gaining en¬ 
trance to raw material branches and to branches 
connected with the initial processing of local 
raw materials. This is dictated by the narrow¬ 
ness, and in many instances, lack of a raw 
material base in Japan. 

Greatly heightened competition to Ameri¬ 
can capital in the developing world is being 
offered by the EEC countries, two of which— 
Britain and France—were major colonial pow¬ 
ers in the past. The granting of EEC associate 
membership to a wide sweep of developing 
countries is an important instrument of the 
expansion of Common Market states into vast 
regions of the developing world. The idea of 
associate membership was born in the early 
sixties with the signing of the Yaounde Con¬ 
vention, which mapped out the guidelines of 
cooperation between 18 African states, mostly 
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former French colonies, and the Common 
Market. The admittance of Great Britain, 
Denmark and Ireland as EEC members pre¬ 
cipitated the need to expand the group of 
countries affiliated to the EEC on the basis 
of 2 issociate membership. In February 1975 
prolonged talks were held between the EEC 
and 46 developing states of Africa, the Ca¬ 
ribbean basin ^md the Pacific Ocean region. 
The convention that resulted, signed in Lome, 
the capital of Togo, constituted an attempt by 
the Common Market countries to retain in their 
orbit of influence a large group of developing 
countries through granting them certain con¬ 
cessions. Based on the guidelines of the Yaoun¬ 
de Convention, the Lome accord opened EEC 
borders to basic export items from developing 
countries on preferential terms. In distinction 
from the Yaounde Convention, the new accord 
did not contain any formal provisions for 
preferential terms for the EEC countries. In 
making this concession, the Common Market 
was taking into account the increased resolve 
and unity of the developing states in asserting 
their interests. More than that, this concession, 
as well as several other points of the Lome agree¬ 
ment (such as those contained in the second 
Lome Convention^), testifies to the latest, 
versatile methods of neocolonialism used by 
the EEC. Built on a foundation of rhetoric and 
the tactical devices of interdependence and 
partnership, such stratagems create favourable 

* At present there are 60 signatories to the Conven¬ 
tion. 
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conditions for West European monopolies to 
carry out their activities in the. developing 
world and provide them with access to stable 
sources of raw materials in associated states. 

The Lome conventions drew into the sphere 
of influence of the Common Market states lo¬ 
cated in all regions of the world, including the 
Caribbean states of Jamaica, the Dominican 
Republic, Trinidad and Tobago, Barbados, the 
Bahcimas, Guyana, and St. Lucia, ^dl of which 
have traditionally been of special economic and 
strategic interest to the United States. Collec¬ 
tive neocolonialism is just one of the many 
means employed by the large corporations 
from EEC countries to wedge their way into 
the economies of developing states and fend 
off competition from other trilateral states. All 
Common Market member states are carrying 
through programmes assiduously worked out 
at the nation^ level for expanding, bilateral eco¬ 
nomic relations with the developing world. The 
broadening of economic relations and the pene¬ 
tration of West European capital is in most cases 
accompanied by an urge to bolster political in¬ 
fluence as well, which generates additional sour¬ 
ces of conflicts between the trilateral countries. 

For instance, France and the United States 
are far apart in their approach to solving the 
woes of the developing states. In distinction 
from the American Administration, which sees 
the key to solving the problems of the develop¬ 
ing world in the spread of private enterprise, 
Paris accentuates the use of intergovernmental 
agreements and also the granting of assistance 
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on a governmental level. Thus, in October 1981 
France signed an agreement with Mexico on 
the strengthening of economic and financial 
cooperation, issuing at the same time three 
protocols extending credits to the Mexican 
government. Likewise, in 1982 France and 
Nicaragua finalised an accord on economic, 
scientific and cultural cooperation. Included in 
this agreement was an economic aid package to 
assist Nicaragua in constructing a number of 
industrial objects and also to prop up its 
balance of payments. Also in 1982, France 
became party to a long-term contract for the 
delivery of Algerian gas and headed up a 
financial' aid package to Morocco. In this 
context it should be noted that US attempts to 
bind its allies to a line of conduct approved by 
Washington in respect to a band of developing 
states, particularly those that have opted for 
the road of socialism or revolutionary-democ¬ 
ratic development, have been most unsuc¬ 
cessful. As one example, the US has had no 
success in getting its West European allies, 
Japan and Canada to join its trade blockade 
against Cuba, Nicaragua and other countries. 

That Western Europe and Japan differ in 
tactic and employ more flexible and diversified 
methods of penetrating the economies of de¬ 
veloping states does not mean the difference of 
their policies in content, end goals and guide¬ 
lines. A fierce battle is being waged among the 
centres of capitalism for improving the effi¬ 
ciency of and updating neocolonialist methods. 
On the whole, as was noted in a Soviet Govem- 
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merit statement “On the Restructuring of In¬ 
ternational Economic Relations”, the West’s 
course towards continuing and deepening the 
exploitation of developing countries remains 
essentially unchanged. It would be a mistake to 
believe the West could be coaxed to abandon 
this course by any kind of narrow group nego¬ 
tiations, even should the mechanism of such 
negotiations have an appearance of equality. 

The position of the Soviet Union and of the 
other socialist states towards the developing 
world is fundamentally different from that of 
the capitalist states. The Soviet Union has at 
all times treated the measures reflecting the vi¬ 
tal and long-term interests of the developing 
world with deep understanding. This under¬ 
standing is manifest in the active political sup¬ 
port given by the Soviet Union to the positions 
of these countries in the United Nations and in 
other international forums. 

What is more, the socialist countries reso¬ 
lutely reject the erroneous assumption of bour¬ 
geois ideologists and left opportunists that the 
world is divided into “poor” and “rich” coun¬ 
tries. The division of the world into “poor” 
and “rich” is bankrupt for several reasons. 

First, such a yardstick as per capita GNP 
fails to account for the economic and socio¬ 
political nature of states. 

Second, the measurement of income per cap¬ 
ita of the population tends to distort the true 
picture of social relations and the real distribu¬ 
tion of wealth in this or that country. For in¬ 
stance, countries in which there exists an enorm- 
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ous inequality in wealth and in which a large 
part of the wealth is concentrated in the hands 
of a few are classified as “poor”. 

Third, and most important, attempts to 
divide the world into “poor” and “rich” coun¬ 
tries lead to a glossing over of the root socio¬ 
economic differences between states with op¬ 
posing socio-economic systems. 

In this connection, an attempt is being made 
to lump socialist countries, in which the exploi¬ 
tation of man by man has long been eliminated 
and social ownership over the means of produc¬ 
tion has become law, together with imperialist 
states, in which rules finance capital and exploi¬ 
tation of man by man and of other nations 
continues. 

Using such erroneous conceptions, bour¬ 
geois ideologists endeavour to put on the same 
level imperialist states, which bear direct respo¬ 
nsibility for the exploitation of developing 
states both in the past, in the form of undis¬ 
guised colonialism, and today in the form of an 
assortment of neocolonialist undertakings, and 
socialist states, which do not bear and cannot 
bear any kind of responsibility for the back¬ 
wardness of the developing world. The Soviet 
Union, like the other socialist states, cannot 
bear the responsibility for either the conse¬ 
quences of neocolonialism or for the baneful 
influence that the abiding inequality in inter¬ 
national economic relations has on the devel¬ 
oping countries. 

It is precisely for these reasons that “we 
shall never accept, either in theory or in prac- 
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tice, the fallacious concept of dividing the 
world into poor and rich countries, a concept 
that places the socialist states on the same foot¬ 
ing with certaiin states which extracted so 
much wealth from the countries that were 
under their colonial yoke,”^ remarked 
A. A. Gromyko. 

Socialism is the natural ally and potent sup¬ 
porter of the nationad liberation movement. 
The Soviet Union does not only support the 
core demands of the countries of Asia, Africa 
and Latin America, but also renders them di¬ 
rect assistance in solving their economic adver¬ 
sities and in building up an industrial base—the 
key to genuine independence. In the devel¬ 
oping world, hundreds of enterprises connected 
with mineral extraction, metallurgy, energy 
production, machine-building and the light in¬ 
dustry are being built with Soviet assistance 
and participation. As of the start of the eighties, 
1,700 industrial and other economic objects 
had been built in Asia, Africa and Latin Ameri¬ 
ca with Soviet assistance. All of these enter¬ 
prises are the property of the countries in 
which they were buDt, a component peurt of the 
national economy. 

Furthermore, advanced technologies are be¬ 
ing transferred on a large scale to developing 
countries on favourjible terms. Hundreds of 
thousands of specialists and skilled workers 


* Andrei Gromyko, Lenin and the Soviet Peace 
Policy, Politizdat, Moscow, 1980, p. 257 (in Russian). 
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from developing countries have already been 
trained with Soviet assistance. In 1982, total 
trade between the USSR and the developing 
world amounted to 16.9 billion roubles, a 150 ; 

per cent increase over 1975. In exchange for I. 
its exports, loans and scientific and technolog- t, 
ical assistance, the Soviet Union receives from 
these countries import items necessary to its 
economy: raw materials, tropical fruits, tex- | 
tiles, shoes, pharmaceuticals, and so forth. Be- i 
coming all the more important is cooperation r 
in the production sphere, in particular, the || 
construction of enterprises which manufac- 
ture goods necessary to both sides. f 

Soviet economic plans envisage a systemat- f 
ic expansion of trade and economic coopera- [■ 
tion with the developing world. The coopera- j- 
tion between the Soviet Union and the newly j 
emergent states is an example of genuinely j 
evenhanded relations in the realm of economics 1 
and a real contribution to the struggle for a j 
new international economic order. j 

The aid rendered by the Soviet Union and 
other socialist community countries creates 
propitious opportunities for the peoples of these 
states to successfully fight for full control over 
their national riches and for the attainment of 
genuine economic independence. 

The tireless struggle of the Soviet Union and 
other socicdist countries against the arms race is 
of overriding importance for the successful de¬ 
velopment of the emergent states. In the 
summer of 1983, party and state leaders from 
seven socialist countries who met in Moscow is- J 
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sued a joint communique which, among other 
things, called on NATO members to embark on 
a mutual reduction of military expenditures so 
that the mccins thereby saved can be channeled 
to economic and social needs, including those 
of the peoples of developing countries. At the 
opposite pole, the West, by employing new 
forms of collective colonialism, is bent on 
shifting the burden of economic adversities 
and the arms race onto the developing coun¬ 
tries. However, in this sphere, too, imperialist 
cdliances are infected with insurmountable 
strife, and never-ending struggles for specific 
interests and “spheres of domination”. The 
expoitation of these contradictions is the most 
potent weapon of the developing states in their 
struggle to achieve economic independence. 







Chapter VI 

EAST-WEST RELATIONS 
AND INTER-IMPERIALIST RIVALRY 


Present realities stemming from the exist¬ 
ence and clashing of two world socio-econom¬ 
ic systems, capitalism and socialism, exercise 
growing influence on the relations between the 
three centres of imperialist rivalry. 

In the world today there is a basic trend 
towards the progressive weakening of the 
international positions of capitalism and of its 
influence on the dynamics of world economic 
and political processes and towards a steady 
growth of the might and influence of the 
Soviet Union and of other socialist countries. 
This change in the balance of power is rooted 
in objective laws making inevitable the re¬ 
placement of capitalist production relations by 
a new, more progressive economic system 
based on social ownership of the meains of 
production. 

The transition from capitalism to socialism 
requires a relatively long historical period, the 
present stage of which is marked by the coexist¬ 
ence of two opposing socio-economic systems, 
their competition in the spheres of economics, 
science and technology. This competition is the 
chief form of the class struggle on an interna- 
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tional scale, bringing to light the historical 
advantages of socialism over capitalism in 
aU the important spheres of human activity. 
Of great consequence for the fate of mankind 
and for the preservation of life on earth is the 
steady upward climb of the economic might of 
socialism and the growth in authority and in¬ 
fluence of its international policy—a policy of 
peace and for forestalling a nuclear catastrophe. 

The coexistence of two different socio-eco¬ 
nomic systems makes it not only possible but 
necessary for these opposing systems to partic¬ 
ipate in a common international division of 
labour and to reap the benefits of such a divi¬ 
sion. Since the first days of its existence, soci¬ 
alism has stood for a broad, equitable interna¬ 
tional cooperation free from any kind of dis¬ 
crimination. Socialist states seek stable, long¬ 
term economic ties with states, irrespective of 
their social order, and a greater use of the bene¬ 
fits of an international division of labour. 

The history of coexistence demonstrates 
that the question of economic ties with socialist 
states has been an item of hot contention 
among various groups of bourgeois policy-mak¬ 
ers. What is more, in recent decades the three 
centres of imperialist rivalry have been far 
apart on the question of what kind and how 
extensive their economic ties should be with 
socialist countries. Lying at root of these dis¬ 
agreements are two tendencies, part and parcel 
of modem capitalism. The first is the mounting 
desire among Western business quarters to reap 
the fruits of an international division of labour 
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and economic ties with socialist countries. 
Experience has long ago belied the false as¬ 
sumption that only the Soviet Union and the 
rest of the socialist community benefit from 
ties with the West. The second is the tendency 
within the capitalist world to hamper world 
economic cooperation and use economic ties 
to put pressure on socialist countries and to 
create for them discriminatory conditions on 
the world market. Economic pressure is not a 
new weapon of imperialists. Such pressure, in 
the form of a trade and financial blockade, was 
used by them to try to bring about the down¬ 
fall of the new social order from the outset 
of socialism’s existence. In recent years, this 
second tendency has become increasingly visi¬ 
ble in the policy of US ruling quarters. The US 
policy towards economic relations with the So¬ 
viet Union and other socialist countries is sub¬ 
ordinated to the aggressive plans of American 
imperialism and the urge to use these relations 
as a means for putting political pressure on 
countries with a different socio-economic sys¬ 
tem. US hegemonistic policy is centred on the 
imposition of a wide range of economic sanc¬ 
tions against the socialist world with the objec¬ 
tive of undermining these countries economical¬ 
ly and neutralising the advantages of participa¬ 
ting in an international division of labour. 
While implementing this policy, Washington is 
at the same time trying to cajole its Western 
allies into entering a common front of impe¬ 
rialist states to wage economic warfare with the 
Soviet Union and its allies. 
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Historical experience has clearly shown the 
futility of attempts to weaken the world’s 
first socialist state through economic pressure 
and boycotts, even in the tumultuous years of 
the Civil War and the foreign intervention 
(1918-1920). Yet the numerous efforts to iso¬ 
late the capitalist economy from so large a po¬ 
tential market as Soviet Russia resulted in 
enormous losses for the West. V. I. Lenin wrote: 
“As for the blockade, experience has shown 
that it is an open question as to who suffers 
from it most, the blockaded or the block- 
aders.”^ In any case, attempts to restrict trade 
vsdth the Soviet Union and other socialist 
countries have been a permanent attribute of 
cold war politics in the postwar period. Back in 
February 1949 the US Congress passed the Ex¬ 
port Administration Act which imposed restric¬ 
tions on trade with socialist countries. This law 
banned the export to socialist countries of 
what were termed strategic goods. The list of 
banned items was drawn up arbitrarily and in¬ 
cluded even such items as chewing gum and 
stationery. Export Control Regulation, adopt¬ 
ed in 1969, gave the executive branch broad 
powers to regulate exports, including the 
authority to cut off trade with specific coun¬ 
tries out of political or strategic considerations. 
It is important to note here that even equipped 
with such weapons, reactionary circles in the 
US and other imperialist states were unable 

* V. I. Lenin, Collected Works, Vol. 33, 1976, 
p. 152. 
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to reverse the trend towards broader economic 
ties between countries with different socio-eco¬ 
nomic systems. In 1969 the number of coun¬ 
tries with which the Soviet Union carried on 
trade stood at more than 100, which can be 
compared with 59 in 1955. In 1938 the Soviet 
Union ranked 16th in the world in trade; by 
the end of the sixties it had moved up to 7th 
place. 

As Western Europe and Japan became less 
and less dependent on American capital, the 
business community within these countries 
were increasingly drawn to the idea of diver¬ 
sifying their foreign trade portfolios, in part 
through mending relations with socialist coun¬ 
tries. This move towards diversification was 
prompted mainly by the requirements of the 
West European and Japanese economies, which 
are much more dependent on foreign trade 
than the US economy. For West European 
countries, the development of mutually pros¬ 
perous relations with the Soviet Union was of 
particular significance, becoming the material 
basis on which the detente of the seventies was 
built. The thaw in relations created the neces¬ 
sary preconditions for the settlement of a 
number of complex political issues left over 
from the Second World War. Strengthened eco¬ 
nomic ties between countries of Eastern and 
Western Europe engendered a warm atmo¬ 
sphere, paving the way for the preparations for 
and holding of a European Conference in 
Helsinki in 1975. 

Increased trade and economic ties with so- 
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cialist countries in the seventies showed that 
West European countries were becoming less 
dependent on the US both economically and 
politically. It must be reminded that from a 
pure economic point of view, trade between 
West European and socialist community coun¬ 
tries successfully meets the needs of each bloc 
of countries. East-West business cooperation 
offers both sides the advant^es of an interna¬ 
tional division of labour. To not take advan¬ 
tages of the potential benefits of such coopera¬ 
tion would be tantamount to intentionally 
injuring oneself. Despite the sudden twists and 
obstacles, the unfurling of trade ties between 
states with opposing socio-economic systems 
serves to prove Lenin’s words that “there 
is a force more powerful than the wishes, the 
will and the decisions of any of the govern¬ 
ments or classes that are hostile to us. That 
force is world general economic relations.”^ 

The thaw in international relations that took 
place in the seventies was a major contributor 
to the broadening of international economic 
cooperation. The expansion of trade and of 
other kinds of cooperation, among them eco¬ 
nomic, scientific and technological, became a 
material basis for the process of detente and a 
key condition of the practical utilisation of 
the fruits of detente by all nations. Between 
1970 and 1980, trade between the Soviet Uni¬ 
on and capitalist countries increased 6.7 times. 
New forms of business cooperation that went 

* V. I. Lenin, Collected Works, Vol. 33, p. 155. 
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beyond the boundaries of conventional trade 
were responsible for a large part of the growth 
in East-West trade. First among these new 
forms are so-called compensatory agreements. 
By the terms of such contracts, new economic 
ventures owned solely by the socialist state are 
set up with the aid of foreign companies which, 
in exchange for providing credit, equipment 
and licenses, get back a part of the output of 
the new enterprises or of other enterprises. 
During the flourishing of detente intergovern¬ 
mental agreements and economic development 
programmes of ten, fifteen or more years be¬ 
came a common feature of relations between 
the Soviet Union and many advanced capi¬ 
talist states. Agreements of this type were signed 
by the Soviet Union with West Germany, Fin¬ 
land, France, Italy, the United States, Great 
Britain and Austria. 

The active participation of socialist countries 
in the international division of labour and in a 
broad exchange of goods and scientific and 
technological achievements with advanced capi¬ 
talist states is of benefit to both East and West. 
Experience has proven the short-sightedness 
of reactionary schemes to try to weaken the 
Soviet Union through the imposition of block¬ 
ades on technology. Breakthroughs by So¬ 
viet scientists in nuclear physics, their suc¬ 
cesses in the exploration of outer space and in 
the development of new technological pro¬ 
cesses have already long ago demonstrated that 
they are capable of solving the most elaborate 
scientific and technological problems. Attempts 
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to cut off the flow of information on science 
and technology between countries with differ¬ 
ent socio-economic systems injure the West as 
well, the United States in particular. A Western 
newspaper wrote in this connection that the 
Reagan Administration is concerned about the 
potential “threat” posed by visits of Soviet 
scientists to the United States. However, the 
newspaper adds, American businessmen and 
scientists could learn much from their Soviet 
counterparts. Facts testify to the growing inter¬ 
est among the Western business community 
(including in the United States) in cooperating 
with socialist states in the field of science and 
technology. For example. Western companies 
are already aware of the advantages of using 
Soviet metallurgical equipment, turbines, gen¬ 
erators, nuclear reactors, and so forth. 

In socialist countries, the expansion of mu¬ 
tually profitable international trade is viewed 
as a factor raising the efficiency of production 
and capital investments, speeding up scientific 
and technological progress and more fully sat¬ 
isfying the demands of the people. The West 
also benefits in many ways from a broadening 
of economic ties with socialist countries. Apart 
from the advantages of an international divi¬ 
sion of labour. Western countries also gain 
from the establishment of long-term trade 
relations with the socialist countries’ stable 
markets for their goods, free from the cyclic 
oscillations of Western markets. For the West, 
access to stable markets would do much to ease 
the sharply aggravated problem of chronic 
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unemployment and shore up payments balan¬ 
ces, particularly at a time of intensified trade 
wars and instability of the currency system of 
capitalism. 

Soviet trade with advanced capitalist states 
accounts for a large part of all East-West trade. 
By the start of the eighties more than 50 per 
cent of all exports by the West to Eastern 
Europe went to the Soviet Union. Beyond 
that, the Soviet Union is a major supplier of 
raw materials. Several countries in Western 
Europe receive a significant share of their raw 
materials imports from the Soviet Union. 
Close to 80 per cent of Soviet trade with devel¬ 
oped capitalist countries is with Western Eur¬ 
ope. In the last decade, trade between East and 
West registered an overall increase, which is a 
law-governed though uneven process. 

Tabu 11 

Capitalist Country Exports to Socialist Countries 
(per cent of total exports) 

1970 1975 1978 1979 1980 1981 

Developed 

capitalist 

states 3.7 5.9 5.0 4.9 5.0 5.0 

USA 0.8 2.9 3.2 4.3 3.5 3.6 

Western 

Europe 4.7 6.5 5.2 4.9 5.1 5.2 

Japan 5.5 8.4 6.8 7.2 7.1 7.0 


Source: Economic State of Capitalist and Developing 
Countries, Supplement to Mirovaya ekonomika i mezhduna- 
rodniye otnosheniya (World Economy and International 
Relations), No 8,1982, p. 84. 
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During this period exports by developed cap¬ 
italist countries to socialist countries grew by 
almost a third. As can be seen from the table, 
exports by countries of the West to the social¬ 
ist countries as a proportion of their total 
exports increased particularly fast in the early 
seventies with a high of 5.9 per cent being 
reached in 1975. As a result of discriminatory 
measures instigated by the US, exports to the 
socialist countries tapered off after 1975: 
around 5% of total capitalist country exports 
at the start of the 1980s. Japan, sending 8.4% 
of its total exports to the socialist countries in 
1975, led all other countries, while the US was 
last among them. 

The tendency towards broadening the mu¬ 
tually advantageous economic cooperation was 
accompanied by another, opposing tendency— 
to use the expansion of economic ties to bring 
pressure to bear on the socialist world through 
the imposition of a wide array of boycotts 
and discrimination in trade and fin8mce. At the 
start of the eighties reactionary groups within 
the United States steeply invigorated their ac¬ 
tivities in this direction. Unlike earlier stages 
of the economic war ageiinst the Soviet Union 
and past attempts to bring socialism to its knees 
by means of trade, financial and other restric¬ 
tions, the new measures also pursued other ob¬ 
jectives and were dictated by the loss of influ¬ 
ence by the United States in the capitalist world 
and the heating up of the competitive struggle 
between the trilateral countries. The chief ob¬ 
jective of the most recent measures was to 
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weaken Western Europe and Japan’s economic 
ties with the Soviet Union ana other socialist 
states and deprive them of the advantages of an 
international division of labour with states 
having stable, planned economies. The CMEA 
member-countries’ declaration “Maintenance 
of Peace and International Economic Coope¬ 
ration” said that the USA’s trade and crediting 
blockage methods and all sorts of “sanctions” 
are levelled not only against the socialist states. 
“Those forces ... preach anti-communism in 
pursuit to their goal which is to resolve do¬ 
mestic problems at the expense of others, to 
weaken rivals, to squeeze them out of world 
markets, to establish control over entire regions 
of the world and to subvert the positions of 
countries and even individual companies 
maintaining business contacts with socialist 
countries.”* By laying obstacles to the broad¬ 
ening of trade relations between Western 
Europe, Japan and the socialist countries 
Washington hoped to sharply curtail its allies’ 
opportunities for diversifying their supply 
bases of energy and raw materials and conse¬ 
quently enhance their dependence upon 
sources located in the West, where American 
transnational corporations still wield con¬ 
siderable influence. Moreover, by assuming the 
role of self-appointed arbiter of East-West 
economic relations, the US seeks to consolidate 
its position of leader of the Western world. 
However, despite US intrigues, the question of 

* Moscow News, Supplement to issue No. 25, 
1984, p. 3. 
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economic, scientific and technological coope¬ 
ration between countries with opposing socio¬ 
economic systems has been an item of bitter 
disagreement among the US and its closest 
allies, particularly those in Western Europe. 

A rift in the Western alliance became most 
evident in 1981-83 during a dispute over the 
planned construction of the Siberia-Western 
Europe natural gas pipeline. The pipeline was 
being built to supply West Germany, France, 
Italy and several other West European coun¬ 
tries with Siberian gas. The Soviet Union 
placed orders with British, West German and 
French firms for materials and equipment to 
build the pipeline. 

Initidly several American firms such as In¬ 
ternational Harvester and Caterpillar Tractor 
displayed interest in supplying pipe-laying 
equipment for the trans-European gas project. 
However, the US government, seeking to use 
trade for political purposes, imposed restri¬ 
ctions on trade with the Soviet Union. Ame¬ 
rican companies were barred from selling to the 
USSR equipment to be used for the construc¬ 
tion of the pipeline. At the same time the 
powers that be in the US put firm pressure 
on West European countries in an attempt 
to have them stay away from any coope¬ 
ration with the Soviet Union on the gas- 
pipeline project. However, US West European 
allies rejected almost all of the demands put 
to them. Despite US pressure, the governments 
of West Germany, Great Britain, Canada, France 
and Italy announced their intention of fill- 
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ing the contracts signed with the Soviet Union 
for supplying pipeline equipment. The deter¬ 
mination of the West European governments 
to receive Soviet gas and fill the orders for 
delivery of equipment was so strong that the 
US position on this issue was sharply attacked in 
all of the European capitals. Noteworthy is a 
statement made at the time by France’s Minis¬ 
ter of Foreign Affairs Claude Cheysson: “There 
is a progressive divorce between Washington 
and Europe... The US seems totally indifferent 
to our problems.”^ 

The pipeline row came to a head when the 
US tried to spread the sanctions it had imposed 
to include overseas branches of US companies 
and foreign companies partly financed by US 
capital or operating through American licenses. 
These semctions were possible because of the 
peculiarities built into the American legal 
system, which in distinction from the legal 
systems of the other advanced capitalist states 
allows the federal gevemment to put a web of 
restrictions on American companies or even 
foreign companies if they are controlled by US 
citizens living abroad. The US government 
defended its move to extend sanctions outside 
of its borders by saying that the presence of a 
ramified network of American overseas corpo¬ 
rations complicated the efforts to maintain 
effective control over exports to socialist 
countries. However, employing such methods 

* U. S. News & World Report, December 20, 1982, 
p. 35. 
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of regulation the US sought to bring under 
control not only the activities of US overseas 
companies but also its allies’ trade with the 
socialist countries. Thus, in 1982 the Reagan 
Administration barred West European firms 
from delivering equipment manufactured ac¬ 
cording to American licenses for the const¬ 
ruction of the Siberia-Western Europe pipeline. 
This decision was sharply assailed by members 
of the European Economic Community. 

In August of 1982 the ten Common Market 
member-countries sent the Reagan Administra¬ 
tion a note of protest demanding that it recon¬ 
sider the decision. The note contained a de¬ 
tailed legal argument that showed the US sanc¬ 
tions to be in direct violation of international 
legal norms, saying that the administration’s 
endeavour to extend its jurisdiction outside the 
US constituted a violation of the commonly 
recognised norms of international law. What is 
more, the note stressed that Washington’s de¬ 
cision, which affected mainly firms in Common 
Market countries, represented impermissible in¬ 
terference in the conducting by the EEC of an 
independent trade policy. The Economist, a 
British weekly, reported that there was a con¬ 
viction among the governmental leaders of many 
states that the application of American laws 
extra-territorially jeopardised the Western alli¬ 
ance.* There is mounting apprehension among 
West European businessmen and statesmen that 


* The Economist, August 27, 1983, p. 46. 
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a cowboy approach to issues of trade with so¬ 
cialist countries is fraught with far-reaching 
baneful consequences for business activity in 
general. Among the practices that trouble them 
most is the cancelling of earlier concluded con¬ 
tracts and the gambling on considerations 
of national security. The West European busi¬ 
ness community is understandably irked by the 
possibility that by invoking precedent, the US 
government can at any moment revoke various 
contracts signed by American firms or their 
overseas branches. In Western Europe it is be¬ 
coming increasingly clear that using trade as 
a political weapon jeopardises the stability of 
international trade. Expounding the position 
of West German business circles, the president 
of the West German Industrial Council, Otto 
Wolf von Amerongen, warned against treating 
trade with the East as if it were a switch, to 
be turned on or off depending upon political 
profitability. To do so, he added, would do 
irreparable damage not only to trade with the 
East but to the totality of West Germany’s 
trade. In such an event West German firms 
would jeopardise their reputation as reliable 
partners who honour their contracts.^ 

In 1980 West European trade with CMEA 
member countries amounted to more than $60 
billion, or ten times the total of US trade with 
these countries. In the same year, close to 
1,500 West German firms, 600 Finnish com¬ 
panies and 300 Italian firms participated in 

1 Handelsblatt,No. 251, December 31, 1980, p. 5. 
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trade with the Soviet Union. What is more, 
exports to the East provided work for close to 
2 million West European workers. This all goes 
to emphasise the harm that could have been 
done to the continent’s economy had it gone 
along with US sanctions. 

The US demand that the countries of West¬ 
ern Europe and Japan refrain from doing 
business with the socialist countries was 
regarded by many businessmen, economists 
and politicians from these countries as an 
imposition by the US of diktat and a display of 
indifference to the vital interests of its allies. 
Noteworthy in this respect is a statement made 
by a leading member of the West European 
business community. Chairman of the Board of 
Fiat Giovanni Agnelli; “If the US fails to take 
into account the variety of national interests 
and viewpoints ... it will be led to misjudge the 
reactions of its allies. Some recent and sudden 
changes in American policies, as well as the 
inadequacy of consultations, may have made it 
increasingly difficult for the Europeans and 
Japanese to align themselves with America’s 
strategies, especially when they often have 
little or no influence in defining and timing 
such strategies.”^ 

The American policy of economic sanctions 
against the soci^ist countries began to be 
centred on attempts to cash in on the debt 
problems and the question of how to finance 


^Foreign Affairs, Summer 1980, pp. 1016-1017. 
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East-West trade. US ruling quarters went out of 
their way to use the indebtedness of several 
socialist countries for the purpose of bringing 
pressure to bear and force them to change the 
cast of their socio-economic development. The 
US has tried to impose this policy on its NATO 
allies and several other countries in order to 
create a united front and subject the socialist 
countries to a credit blockade. But these 
schemes have met with failure. In the first 
place it should be mentioned that the size of 
the total indebtedness of the CMEA countries 
is in no way an indicator of their economic 
frdlty or vulnerability. In addition, account 
should be taken of the enormous and steadily 
grov^ng export potential of the CMEA coun¬ 
tries and also of the fact that a large part of 
their debt is of a compensational character (the 
paying off of debts with merchandise). There 
are no doubts among serious financial experts 
as to the solvency of socialist countries. For 
this reason the very idea of using loans to put 
pressure on the socialist countries is without 
foundation. Moreover, the attempts by the US 
to unfurl a credit war against certain socialist 
states threaten the entire structure and current 
practice of the international loan market, and 
thus directly jeopardise the interests of the 
advanced capitalist states themselves. Under 
present conditions credit acts as a key form 
and active stimulus of trade. Attempts to 
transform credit into a we^on of political 
pressure harm not only the borrower, who 
buys goods on the market, but also the one 
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selling the goods, who is deprived of mar¬ 
kets. In other words, attempts to form a credit 
blockade around the socialist countries has a 
boomerang effect, flying back in the face of the 
Western business community which would like 
to conduct trade with socialist states. 

The failure of US attempts to bar the par¬ 
ticipation of West European and Japanese firms 
in the construction of the Siberia-Western 
Europe pipeline and to disrupt the mutually 
beneficiaJ economic cooperation between East¬ 
ern and Western Europe was a major setback 
for the Reagan Administration. Washington’s 
imperial manner proved impotent against the 
realities of economic cooperation and the bene¬ 
fits of an international division of labour. Des¬ 
pite separate manifestations of inconsistency 
and the desire to project an outward appear¬ 
ance of Atlantic solidarity (since the end of 
February 1982 the EEC countries and Japan 
have put in place several restrictions on trade 
with the Soviet Union, mostly of a symbolic 
nature), the West European business commu¬ 
nity has shown increased interest in expanding 
cooperation with the Soviet Union. The Soviet 
Union is building long-term relations in the 
sphere of trade and production with West 
Germany, which is the Soviet Union’s largest 
trading partner in the capitalist world. Eco¬ 
nomic ties between the Soviet Union and 
Finland are also successfully developing. The 
long-term character and stable rate of growth 
of such cooperation have a positive effect on 
the stability of Finnish economic development. 
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There are also bright prospects for the further 
development of trade with Italy, which in 1982 
was the Soviet Union’s third largest trading 
partner in the West. Trade ties and other forms 
of economic cooperation are on the increase 
with Great Britain, Austria and a number of 
other West European countries. Soviet-Japanese 
economic cooperation, however, was more 
greatly affected by the American sanctions. 
Japan, having once been the Soviet Union’s 
number two trading partner among the capi¬ 
talist countries, slid to fourth place by the end 
of 1982. The Japanese government, under US 
pressure, has embarked on an officii course of 
decreasing trade with the Soviet Union. It links 
the issue of broadening trade relations with 
questions entirely unrelated to trade. Japanese 
business quarters and the public have become 
increasingly apprehensive of such a course, 
saying that it is not in the best long-term 
economic interests of the country. All the 
more so as there are many areas in which 
Soviet-Japanese economic, scientific and tech¬ 
nological ties could develop. This is witnessed 
by the fact that, despite the pro-American 
course of Japan’s ruling quarters, trade be¬ 
tween the Soviet Union and Japan expanded 
by 35 per cent between 1981 and 1982, 
standing at 3.7 billion roubles at the end 
of 1982. The most recent pickup in trade 
between the two countries is a result primarily 
of a greater volume of Japanese exports to the 
Soviet Union. At the seime time Soviet exports 
to Japan have encountered certain impedi- 
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ments on the part of Japan which, if elimina¬ 
ted, could open the way for a marked expan¬ 
sion of mutually beneficial cooperation. 

Representatives of American business quar¬ 
ters are without doubt eager to not let slip past 
the fruits of cooperation with socialist coun¬ 
tries. Ever larger numbers of businessmen and 
economists are coming to the conclusion that 
the policy of reactionary quarters damages 
above all the interests of the United States. For 
instance, the embargo imposed by the then 
president Carter on the s^e of grain to the 
Soviet Union which was in effect for 16 
months cost the United States 310,000 lost 
jobs and $22 billion in the form of lost reve¬ 
nues by farmers and middlemen and supple¬ 
mentary governmental expenditures. In the 
midst of an economic slump, growing numbers 
of American companies and industrial concerns 
are displaying growing interest in trade with 
the Soviet Union. Serving to witness this is a 
meeting of the Soviet-American Trade Coun¬ 
cil, held in Moscow in late 1982, which was 
attended by more than 250 US businessmen 
representing 125 compcinies. In a joint resolu¬ 
tion adopted at the meeting it was noted that 
the expansion of trade ties between the two 
countries, ties based on equality and mutual 
gain, would foster stability in the countries’ 
bilateral relations. 

All indications are that in the West the strug¬ 
gle between the two general tendencies on the 
question of economic ties wdth the socialist 
countries is intensifying. Reactionary forces. 
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especially in an atmosphere of heightened 
international tensions, spare no labour to erect 
barriers on the path of trade and other kinds of 
economic cooperation between East and West. 
Attesting to this is the success of the Reagan 
Administration at the meeting of the “big 
seven” at Williamsburg in May 1983 in having 
included in the joint communique signed by 
the seven leaders of the capitalist world a 
formula for linking East-West trade relations 
with the often-invoked security interests of 
NATO countries. This linkage is a cover for 
Washington’s firm resolve to continue putting 
pressure to bear on its allies with the aim of 
hampering trade with the socialist countries. 
In light of this it is inevitable that the incon¬ 
gruity between US hegemonism and the 
objective economic interests of America’s allies 
will grow even sharper. A drift towards the 
internationalisation of economic life and the 
reaping of the advantages of an international 
division of labour provides an impetus for 
capitalist countries, especially at a time of 
deepening crises in the West, to forge a wide 
variety of economic relations with the socialist 
world. 


* * * 

The current aggravation of inter-imperialist 
contradictions reflects the continued strength¬ 
ening of the uneven development of capitcd- 
ist countries and the deepening of the general 
crisis of capitalism. At the present stage, rela- 
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tions between developed capitalist states are 
taking shape under the influence of a whole 
complex of factors, from the uniformities in¬ 
herent in imperialism to the profound changes 
in the world that have occurred as a result of 
the unrelenting climb of world socialism and 
the upsurge of revolutionary and progressive 
forces. A key feature of the present stage of 
development is the heightening of the aggres¬ 
siveness of ultrareactionary forces, headed by 
US imperialism. The ruling quarters of this 
country have embarked upon an unprece¬ 
dented arms race and have organised a crusade 
against communism and the national liberation 
movement. Directed against the Soviet Union 
and other socialist states, this course poses a 
real threat of nuclear war and represents a 
deadly peril to all mankind. It is not by chance 
that the actions of the NATO ruling quarters 
encounter firm resistance from the peoples. 

The American-sponsored arms race and the 
whipping up of international tension pursue 
other aims as well, namely, the establishment 
of US diktat in the economic and political 
affairs of the capitalist world. Having lost its 
overwhelming economic dominance, the US is 
speculating on hanging onto its leadership 
through a system of military and political blocs 
and by imposing its will on other capitalist 
states within the framework of military and po¬ 
litical alliances and weakening them economi¬ 
cally with the arms race. 

By consuming enormous resources in the 
course of a competitive struggle fought atvari- 
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ous levels—from individual companies and cor¬ 
porations to state and regional blocs, and by 
winding up the arms-race spiral further and 
further, imperialism is demonstrating its his¬ 
torical limitedness and its inability to resolve 
the most pressing problems of the world such 
as raw materials and energy problems, provid¬ 
ing enough food to feed the world, liquidating 
the most widespread and dangerous diseases, 
protecting the environment, exploring outer 
space and exploiting the resources of the World 
Ocean. 

The policy of imperialism, American imperi- 
cdism in particular, is coming in increasingly 
greater conflict with the vitd interests of all 
mankind. Not only does imperialism aggravate 
already existing global problems and drive 
them to threatening proportions, it also engen¬ 
ders a threat to the very existence of human 
civilisation. 

The peaceful coexistence of states with 
different social systems and the development 
on this basis of truly equitable international 
cooperation is a real alternative to the policy of 
imperialism. Such an arrangement would not 
hurt the interests of anyone and would open 
wide possibilities for every country to solve its 
pressing problems. The struggle for the peace¬ 
ful coexistence of states with different social 
systems is one of the basic principles of soci¬ 
alism’s foreign policy. 

Socialism is positive of its ultimate victoiy 
in the economic field. It is exactly for this rea¬ 
son that its ideals and at the same time concrete 
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goals are the halting of the arms race and the 
safeguarding of peace and international cooper¬ 
ation. Continuing the Leninist traditions of 
Soviet foreign policy, the Soviet Union was the 
first to propose the conclusion of a world 
treaty on the non-use of force in international 
relations, unilaterally pledged not to be the 
first to use nuclear weapons, and undertook a 
number of other steps for creating an effective 
guarantee of a lasting peace. Socialist countries, 
above all the Sovet Union, have made a number 
of initiatives of overriding importance for all 
mankind, mainly, those aimed at developing 
broad cooperation in economic, scientific, 
cultural and other spheres. The thaw in East- 
West relations of the seventies achieved thro¬ 
ugh the efforts of the Soviet Union and other 
peace-loving forces created propitious oppor¬ 
tunities for states with different social systems 
to cooperate in the field of business. The sharp 
elevation of international tensions in the early 
eighties, for which imperialist forces, those in 
the US in particular, cire to blame, has once 
again demonstrated who and what is standing 
in the way of peace and the solution to prob¬ 
lems vital to all mankind. 
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